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RALPH CASSADY, JR. 
University of California, Los Angeles 


Eprror’s Nore: The outstanding importance to 
marketing of sound statistical techniques makes Professor 
Cassady’s thorough discussion of especial value to the 
readers of THE JOURNAL. 


INTRODUCTION 


CIENTIFIC sampling—the technique of 

properly selecting a fractional part of 
a universe! to represent the whole—more 
and more is finding the important place 
it deserves in the field of social and busi- 
ness research. Generally speaking, sam- 
pling may be utilized in research for 
these reasons: 

1. A complete count may be impossi- 
ble (or at least infeasible). This can best 


*The whole “mass” or “population” under study. 
ese terms—“‘universe,” “mass” and “population” — 
are used interchangeably. 


be illustrated perhaps by the blood test 
in medicine which of necessity must de- 
pend upon small samples; the “break” 
test in industry (requiring the actual de- 
struction of the item being tested) also is 
a good example. 

2. Acomplete canvass may be imprac- 
ticable. That is, the time element (as in 
the case of a fashion count) or the cost is 
such an important factor that without 
sampling the thing often simply could 
not be done.? 

? A corollary of this point is contained in the follow- 
ing excerpt from a letter to the author written by an 
outstanding sampler (W. Edwards Deming of the 
Bureau of the Census): “It would be difficult to say just 
how much was saved by introducing sampling [into the 
1940 census], because... what was thereby accom- 


plished ..., simply would not have been done at all 
on a complete count, and in trying to estimate the sav- 
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3. A complete enumeration may be 
unnecessary because, if proper proce- 
‘dures are utilized (as will be shown later) 
measurements can be held within limits 
of error that are tolerable for the pur- 
poses at hand and may be fully as ac- 
curate as they would be if the whole uni- 
verse were canvassed. For example, a 
complete analysis of its daily mail by a 
mail-order house would be little, if any, 
more effective than taking a small but 
representative sample thereof in order to 
predict the company’s personnel and 
other requirements for the following 
day.® 

In the field of marketing, sampling is 
particularly important. Many if not most 
of our data are fragmentary, and infer- 
ences drawn therefrom may be danger- 
ous if sound sampling methods have not 
been utilized in gathering the informa- 
tion. Consider for a moment the tre- 
mendous reliance we place on price data 
in economic reasoning, research, and 
teaching. Note that all such data, 
whether indexes such as that of the Bu- 
reau of Labor Statistics on the Cost of 
Living‘ or those utilized for comparing 
the results of two types of merchandising 
operations (e.g., chain and independent), 
are based on samples and hence are only 
as sound as the sample is of proper size as 
well as truly representative of the whole 
field. The same thing is true in studies of 
marketing costs, in surveys of consumer 
habits and preferences, and indeed in al- 





ings it is much like trying to figure how much a man 
saved by buying a small car instead of a big one when 
he would not haye bought the big one anyhow for lack 
of funds.” 

* Actually, Sears Roebuck & Company accomplishes 
much the same purpose by simply weighing the mail. 
Comparing results with some sort of average figures, 
they can predict fairly accurately the day’s mail-order 
activity. 

4 Price indexes are samples in at least two senses: 
(a) They are based on only part of the total list of com- 
modities (milk and butter, say, representing all dairy 
products), and (b) they are based on observations made 
only at a few of many available points of sale. 


most every area of marketing. To the ex- 
tent that the samples so used are not rep- 
resentative or are of insufficient size 
statistically, the results are likely to be in 
error. 

Our need in marketing is not for more 
data regardless of type or quality but for 
data that will give more accurate pic- 
tures of various phases of our marketing 
system. The complete tabulations of the 
Bureau of the Census have been very 
helpful in this respect (both directly and 
indirectly).6 We know more, certainly, 
than we otherwise would about markets 
in the quantitative sense as a result of 
the efforts of this governmental agency, 


- though much of this information could 


be obtained through the use of statistical 
sampling.® 

We need in addition data which are 
practically unobtainable by complete 
census—qualitative data on markets, for 
example, which probably would be too 
costly to gather on a complete census 
basis, which might be outmoded by the 
time a complete canvass were taken, and 
which in any case do not require com- 
plete enumeration. Data of this type are 
obtainable quickly, relatively inexpen- 
sively, and with results that attain a high 
degree of exactness through polling 
small representative groups. 


SAMPLING TECHNIQUES 


Statistical sampling techniques may 
be divided conveniently into three main 
categories, each containing at least two 
sub-categories: 

1. Haphazard 


sampling (including 


5 Indirectly, because of the need of accurate statistical 
data in setting up sound sampling designs. See pp. 323- 
24 infra. 

6 Sampling was utilized for the first time in the 1940 
census to supplement the findings of the complete 
enumeration. For the method utilized, see Frederick F. 
Stephan, W. Edwards Deming, and Morris H. Hansen, 
“The Sampling Procedure of the 1940 Population Cen- 
sus,” Yournal of the American Statistical Association, 
Volume 35, No. 212, December 1940, pp. 615-630. 
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what may be termed “opportunistic” 
and “‘pseudo-random” sampling). 

2. Random sampling (including “‘pure 
random” and “‘systematic”’ sampling). 

3. Stratified sampling (including 
“quota” and “area” sampling). 

Each of these types and sub-types will 
be examined in detail. 


1. Haphazard Sampling Schemes. 


“Opportunistic”’ sampling—designated 
“accidental” sampling by one author?— 
is characterized by expediency} and little 
else. The main idea of “researchers” 
using this “method” is to obtain some 
data regardless of their quality. The 
samplé is taken in the most accessi- 
ble place from those persons easiest to 
find and interview. An example would 
be a survey of consumer buying habits 
in which the investigator confined his 
study to the purchasing behavior of peo- 
ple found sitting on park benches or stu- 
dents enrolled in university classes and 
then drew general conclusions there 
— 

ys is little excuse for such “‘meth- 
ods.’ /The most serious aspect of this sort 
of sampling is not the fact that informa- 
tion so gathered is likely to be erroneous, 
but that the results may be published 
and that misinformation may be gener- 
ally accepted and even perpetuated. 
While undoubtedly less of this sort of 
thing is done now than heretofore, it has 
not disappeared entirely. 

The second sub-type under this gen- 
eral designation has been termed the 
“pseudo-random” method by this author 
because it simulates the genuine random 
technique. It differs from “‘opportunis- 
tic’ sampling in that the method ap- 
pears at first glance to be sound; in fact, 


’ Frank Stanton, “Problems of Sampling in Market 
Research,” Fournal of Consulting Psychology, Volume 
V, No. 4, "July-August, 1941, p. 156. This is an excellent 
article which should be of value to all marketing re- 
searchers, 


it may actually be sound, up to a certain 
point. An example from the author’s 
early experience illustrates the method: 
A study of the patrons of two retail 
stores operated by mail order houses was 
to be made with data derived from auto- 
mobile license numbers collected during 
one “normal” week from cars in the 
parking lots of the stores under study. 
These license numbers were recorded on 
hundreds of sheets of paper, and from 
numbers listed thereon, sub-samples 
were required. 

The weak part of the scheme was the 
method utilized in selecting the sub-sam- 
ple, namely, choosing the sheets indis- 
criminately in a haphazard manner from 
a jumbled pile until the required sample 
was obtained. The sample selected by 
this method probably would have failed 
in a test for randomness and to that ex- 
tent would not, as supposed, accurately 
represent the mass.* It should be noted 
that the haphazard method is charac- 
terized by the use of what the researcher 
calls the random technique, but what is 
in fact simply “hit-or-miss” selection. 
The results are bound to be undependa- 
ble, since the quality of representative- 
ness may be absent. 

The “pseudo-random” type of sam- 
pling is particularly dangerous because 
randomness is supposed to have pre- 
vailed in the study in which it has been 
used, so that results are thought to be, 
when they may not in fact be, sound. 
Any such slovenly scheme is unnecessary 


® There now are a number of sounder ways of sub- 
sampling available. The simplest perhaps would be to 
number the sheets and select those required on a genu- 
ine random basis through the use of Tippett’s tables 
(see footnote 11 infra), taking all of the numbers on 
each sheet selected. But even this is not completely 
sound, since clusters of numbers at particular periods 
of time would be included in the sample so taken, 
while other clusters would be excluded entirely. The 
best way perhaps would be to assign consecutive num- 
bers beginning with 1 to every license number and then 
use Tippett’s tables to select therefrom the particular 
units required to represent the universe. 
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as well as undesirable today since meth- 
ods are available which provide almost 
perfect randomness, as will be seen in the 
following pages. Every researcher in the 
marketing field must avoid haphazard 
sampling methods if reliance is to be 
placed on research results. 


2. Random Sampling Methods. 


True random sampling has a definite 
and precise meaning. 
units are selected in such a wa 


iverse Or population is 


Sirah -sereqaarchanck Uf Veing ectected. 
the quality of randomness is attained 


and the number of units making up the 
sample is sufficiently large, the laws of 
chance will operate automatically to rep- 
resent the several variable elements mak- 
ing up the universe in the sample se- 
lected® without any previous knowledge 
of the variable elements contained there- 
in. 

One method of obtaining a random 
(though not necessarily a perfect ran- 
dom) sample would be to place the names 
of every member of a universe (e.g., all 
those owning radios) into a container, 
mix thoroughly and then select 1,000 
names from those in the drum, taking 
care to continue mixing the contents all 
the while. One difficulty with this 
method is that a thorough mix—a mix, 
that is, which allows samples selected to 
meet the mathematical tests of random- 
ness!°—is very difficult to attain. Sam- 
ples selected from an improperly mixed 


® Various race, age and income groups, for example. 

10 That is, “ ... if we take a large number of samples 
they should, if the sampling is random, be distributed 
in a certain way, and for some universes we can calculate 
mathematically what that way ought to be. If, there- 
fore, we apply our sampling method to such a parent 
universe and find the results widely divergent from ex- 
pectation, we have every reason to suspect our sampling 
technique. Per contra, if the results and expectations are 
in accord, there is good ground for reliance on the 
sampling.” G. Udny Yule and M. G. Kendall, 4n In- 
troduction to the Theory of Statistics (Twelfth Ed. Rev. 
1940), p. 346. 


universe could not be expected to be rep- 
resentative of the universe; thus results 
would differ from those which one would 
obtain from a complete enumeration. 

A more practicable method than the 
one just mentioned would be to utilize 
random number tables already prepared 
with great care and effort so that they 
meet the test of randomness," in select- 
ing the sample. That is, consecutive 
numbers may be assigned the “popula- 
tion” units and the random numbers se- 
lected from Tippett’s tables then can be 
matched with the assigned numbers cor- 
responding thereto, thus indicating which 
of the units are to represent the popula- 
tion. Because the numbers are genuinely 
random, one can have confidence in the 
results. 

One limitation of the use of the ran- 
dom number tables is the scope of the 
series; Tippett’s, for example, contains 
only 10,400 four-figure numbers, thus 
limiting their practicability in situations 
involving very large “populations.” 

Another method which is similar to 
pure random sampling in effect and 
often is confused with it is “systematic” 
sampling; that is, the selection of every 
nth unit in a listing of the total units of a 
“universe.” This method does not, of 
course, fulfill the conditions of pure ran- 
dom selection—each unit having the 
same chance of being selected—once the 
starting place and the interval are deter- 
mined. But in the absence of certain 
rhythmic situations (periodicity, as it is 
often called) the results may be just as 
efficient as pure random sampling. As 
high a degree of representativeness may 
be obtained in the one as the other. 

The difficulty here, as has already been 


1 For example, see L. H. C. Tippett, “Random Sam- 
pling Numbers,” Tracts for Computers, XV (Cambridge 
University Press, 1927; reprinted by photographic 
process, 1937). 

2 Although additional sets of numbers may be con- 
structed by reading the numbers downwards. See Yule 
and Kendall, op. cit., p. 344. 
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implied, is that some atypical units may 
appear periodically (such as corner 
houses in a listing of dwelling units) 
which may be utilized exclusively to rep- 
resent the mass or which may be ex- 
cluded entirely. This must be avoided if 
the quality of representativeness is to be 
attained. One way of avoiding any dan- 
ger of bias from periodicity is to make se- 
lections on a partially random basis. 

Suppose, for example, one wants a list 
of 1,000 names representative of all Los 
Angeles telephone subscribers. Instead of 
taking, say, every sooth name in the 
book, he could select the particular units 
required at random through the use of 
the tables from pages selected on a sys- 
tematic basis (every mth). The page of 
the directory itself might be selected on a 
pure random basis rather than systemat- 
ically, as well. 

One main difficulty in sampling a uni- 
verse by random or quasi-random meth- 
ods of selection in social scientific re- 
search (aside from the technical limita- 
tions just mentioned) is that it requires 
lists of names of “population” units 
which usually are not available or, if 
available, are not likely to be up to date. 
Moreover, unlike. the situation found in 
sampling wheat (for example) where the 
object of research (the actual grain) is 
physically i in hand when the sample is 
taken, in opinion sampling, only the 
identity of the unit is in possession of the 
researcher when the sample is selected, 
and the individual whose opinion is 
sought still has to be reached and inter- 
viewed. If the units selected represent 
persons living in Walla Walla, Washing- 
ton; Silver City, New Mexico; St. Al- 
bans, Vermont; and so on, the task of in- 
terviewing is for all practical purposes, 
impossible. 

One way of handling this problem 


4% By treating each four-digit column as two two-digit 
columns, say. 


would be to interview by mail or wire.” 
A more satisfactory way, perhaps, is to 
select “clusters” (on some sound pur- 
posive basis) and sample by random (or 
(quasi-random) means within each clus- 
ter. This method has the advantage that 
lists (telephone or city directory) are 
available for the smaller geographical 
units. Even in such circumstances, how- 
ever, “clusters within clusters” may have 
to be utilized because of the tremendous 
expansiveness of certain areas which 
might be selected. 

For example, selecting individuals at 
random within the Los Angeles area and 
then finding and interviewing those se- 
lected may be impracticable. Some radio 
listening habit surveys based on selection 
at random (or rather on a systematic ba- 
sis) are practicable because of the use of 
the telephone for interviewing purposes 
(see below, p. 338); thus this method 
provides both representativeness among 
the units selected and accessibility (by 
phone) to the units so selected. 


3. Stratified Sampling Methods. 


In order to get around many of the dif- 
ficulties encountered in random selection 
methods, stratified sampling may be em- 
ployed. This means that instead of rely- 


ing entirely on the laws of chance to in- 
“Gate tepueacatalivenese of cach OF the i in- 
fiuential elements composing the popula- 
ion, the researcher insures representa- 
‘tion of _these_variable_clements (geo- 
graphical location, income, and age, say) 
by dividing the parent -GnVere- into 
strata from which samples are taken in 
roper proportions. Actually;stratified 
oa so-called, should be designated 
sralfet-randon samp, as wil 
be seen, the essence of the scheme is ran- 
dom selection within a Strauined uni- 
vere, 























“For a discussion of the dangers in relying on a 
mailed response, see p. 335 infra. 
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Two main types of sampling schemes 
fall within this category—the quota 
method, and the area (or perhaps more 
accurately, the ratio) method. It may be 
surprising to some to find these two 
methods, so different in certain of their 
aspects, classified under the same general 
heading. Although differing in funda- 
mental ways, they are similar in that 
each employs both stratification and 
randomness to secure representative- 
ness. Both the quota and area schemes 
are utilized in practice. The former prob- 
ably is the most popular sampling plan 
employed in social scientific research, al- 
though the latter recently has attracted 
increasing attention.’ 

Quota sampling.—The “‘quotamethod”’ 
in essence employs (or purports to em- 
ploy) random selection of respondents by 
interviewers in the field; but selection is 
made within a stratified pattern of im- 
portant variable elements making up the 
universe. This method is utilized almost 
entirely by the political prognosticators." 

For purposes of stratification, the 
country is first divided into a number of 


“geographical regions (the nine census re- 


gions, perhaps) since different opinions 
and preferences are expected of those liv- 
ing in different sections of the country. 
The proportion of the sample taken from 
each region is determined by population 
proportions among regions. The region 
-then can be sub-divided into rural and 
urban areas and the urban areas into 
various city size groups"’ because of the 


% Dr. George Gallup, in a speech before the American 
Marketing Association in New York recently (Tide, 
June 1, 1944, p. 102) is reported to have said that for 
certain types of marketing problems, at least, area 
sampling probably represents the research technique 
of the future. 

% The polls of the American Institute of Public 
Opinion, Fortune, the Office of Public Opinion Research 
at Princeton University, and the National Opinion 
Research Center at the University of Denver, are of this 


type. 

1” The Office of Public Opinion Research sub-strati- 
fies its regions on a basis of rural and rural non-farm, 
small towns (2,500 or less), cities 2,500 to 10,000, cities 


expected influence of urbanization on 
opinions and preferences. Each type of 
community contained in each region (the 
city size groups as well as the rural dis- 
tricts) is represented therein. The cor- 
rect proportion of respondents within a 
region is selected on the basis of the ru- 
ral-urban population relationship and if 
urban, the proportions among each of 
the city size groups. , 

At this point the cluster technique is 
employed. That is, groups of interviews 
are made at particular geographic points 
within each of the regions, which points 
are supposed to be roughly typical of the 
parts of the regions they are to repre- 
sent. For example, the area around 
Clinton, Iowa, might be selected to rep- 
resent all of the small cities in the corn- 
growing areas in that state.'® Each region 
contains a half dozen or so of these rep- 
resentative spots; there are perhaps sev- 
eral score all told in the country as a 
whole. 

Then income statistics of the region 
are studied to determine what propor- 
tion of the total number of respondents 

hould be taken from the various income 
gsoups.!® Similar analyses are made for 





10,000 to 100,000, Cities 100,000 to 500,000 and cities 
of over 500,000 population. 

18 This may be accomplished more or less effectively 
through the use of statistics on income (average rentals), 
education (years in school) and industrial activity (evi- 
denced by occupational data on gainfully employed 
workers). For example, if regional data for a certain city 
size indicate that the city representing the region should 


have a high proportion of poorly educated, low income’ 


workers employed in factories, the city chosen should 
possess these characteristics. The selection may be made 
formally (by matching median figures, say), but it may 
be much more informally, and possibly just as effec- 
tively, accomplished by looking over the territory and 
purposively making selections in a more or less arbi- 
trary manner. 

19 This is the most difficult factor to cope with for at 
least two reasons: (a) It is difficult to establish meaning- 
ful levels. For example, $5,000 per year in Dubuque is 
quite different from $5,000 in New York City; $5,000 
for a single person in Dubuque is different from $5,000 
for a man living in the same place but with a wife and 
five children; (b) it is difficult to find out what a man’s 
income is, particularly i in advance of the interview. 

Economic status therefore relates to a scale of living 


A 
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sex, for_age and for race (if this latter 


Though not controlled, questions gen- 


factor is thought to be important),”° ese are asked of respondents concern- 


that the several constituent elements 
the universe may be properly repre- 
sented. 

/ Each interviewer in each pre-selected 
location then is instructed to go out and 
select at random but in accordance with 
certain prescribed controls* a certain 
humber (his quota) of respondents.” 
That is, a specified proportion of re- 
spondents must be male and the balance 
female, a certain proportion must be 
farm dwellers and the balance urban 
dwellers, certain proportions should be 
under and over 40, and certain propor- 
tions from each of the several economic 
groups and even, perhaps, from various 
races. When he starts out on each assign- 
ment, the interviewer will be able to se- 
lect at random almost any member of the 
universe (e.g., those of voting age), but 
as he proceeds toward the end of his 
quota, he may have to look long and 


hard for a person with the right com- 
bination of characteristics, e.g., an old, 
wealthy, white, male, urban dweller. 





rather than to any specific income, and living scales may 
be evidenced to some extent at least by the type of home 
lived in, the make of car driven and so forth. Elmo 
Roper, who conducts the Fortune Poll, divides the popu- 
lation into four economic levels: wealthy, containing 
about 7 per cent of the population; upper middle, con- 
taining 25 per cent; lower middle containing 45 per cent; 
and poor, containing 23 per cent. See Elmo Roper, 
“Classifying Respondents by Economic Status,” Pudlic 
Opinion Quarterly, Volume 4, No. 2, June, 1940, pp. 
271-272. 

20 Since the political polls are designed, among other 
things, to predict how people will vote, some of the poll- 
ing agencies disregard southern Negroes entirely in 
sampling political preferences because of the voting 
restrictions placed upon Negroes. 

* As called for by the sampling design created by the 
research agency’s statisticians, on a basis of existing 
population characteristics. 

® For actual instructions to interviewers, see Office of 
Public Opinion Research’s Manual for Public Opinion 
Reporters (Revised August, 1943, Processed); see also 
Douglas Williams, “Basic Instructions for Interview- 
ers,” The Public Opinion Quarterly, Volume 6, No. 4, 
Winter, 1942, pp. 634-641, for those of the National 
Opinion Research Center (although these have since 
been revised). 


ing their religion and education which 
can be checked with total population 
proportions to determine whether the 
proportions found in the universe prevail 
in the sample; that is, whether the total 
sample is representative of the whole 
population in these respects. When the 
units taken from each stratum are com- 
bined (assuming accurate statistical 
bases were utilized and proper care 
taken), they should be in proper propor- 
tion to the elements composing the uni- 
verse and therefore representative of it. 

_-Tt is obvious that since representation 


of various population segments is the} 


essence of stratified sampling, accurate 
and up-to-date data on the universe are 
required before one is able to proceed.™ 
This requirement of an adequate statis- 
tical base is illustrated by the fact that 
before proceeding with its food and drug 
analysis in the British Isles several years 
ago, the A. C. Nielsen Co. (see below, pp. 
329-30) found it necessary to conduct a 
business census at its own expense in 
these two commodity fields.* 


% Occupation is being given increased attention as an 
important variable. In fact, in some ways it is a better 
“control” than income. The main difficulty with it (as 
in the case of education and religion) is that people 
often are hard to identify and isolate on a basis of the 
occupation in which they are engaged. 

Incidentally, an experiment designed to test the in- 
fluence of every possible variable (including perhaps 
size of family, home ownership, newspaper readership, 
lodge membership, military service, union member- 
ship) should be undertaken by some properly equipped 
research agency. 

% This can be illustrated by an example: Suppose, 
according to old census data, 15 per cent of all adults 
are in X area (a region characterized by isolationist 
opinion) and that therefore 15 per cent of our sample is 
taken from X area. Now if, because of the draft and shift 
to war work in other areas, these figures have become 
outmoded and only 10 per cent of the adult population 
remains in this area, opinions of those in this area are 
overweighted and the results will tend to distort the 
total picture. 

% Since a detailed census of business (such as our 
own) had not been conducted in England, no official 
figures were available. The results of this census proved 
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The data required depend upon the 
job to be done. In political and in many 
marketing studies, detailed current pop- 
ulation data are needed—data on age of 
residents, races represented, component 
income groups, etc., as well as on num- 
bers of people in various geographical 
areas and on the characteristics of such 
areas (whether industrial, commercial, 
or agricultural, for example). Stratifica- 
tion without benefit of adequate basic 
Statistics is very dangerous, particularly 
in periods of rapid change, since samples 
so taken are not likely to be true cross- 
sections of the universe they are sup- 
posed to represent. 

Area sampling.—Area sampling also 
must be classified as a stratified random 
scheme. While superficially similar, the 
area scheme differs materially from the 
quota method; the difference lies mainly 
in the fact that the area method relies on 
uncontrolled, and the quota method on 
controlled, random selection to secure 
representativeness. Utilized by the Bu- 
reau of the Census in its periodic surveys 
of the labor force as well as in the War- 
time Food Diary studies for OPA with 
what appear to be excellent results, the 
area method (just as in the case of the 
quota method) is composed of two main 
phases, stratification and random selec- 
tion. 

The scheme, as employed by the Cen- 
sus bureau, in essence is as follows:* 
Counties (of which there are 3,050 in the 
United States) or groups of adjacent 
counties are the basic sampling units 





to be very valuable subsequently in promulgating the 
rationing program that became necessary at the out- 
break of World War II. 

% Since this article was written but before it was sent 
to the printer, a description of this method was pub- 
lished by the Bureau of the Census. The pamphlet was 
prepared by Morris H. Hansen and William N. Hurwitz 
and appeared under the title 4 New Sample of the Popu- 
lation (Sept., 1944), and should be consulted in case 
more detailed information is required on this sampling 
method. 


upon which the scheme is predicated; 
that is, all sampling is done within coun- 
ties selected as representative of a group 
of counties in the same stratum. The 
main variables (not necessarily in order 
of their importance) are geographical 
location (the North Central area, for ex- 
ample, is assumed to have different char- 
acteristics from the South), degree of 
urbanization (including, of course, zero 
urbanization), types of industrial activ- 
ity (ranging from textile manufacturing 
to peach growing) and (because of the 
peculiar purposes of the study) degree of 
migration or “‘in-migration.” 

The country thus is-classified by the 
use of these several variables into 68 
strata, or more accurately, perhaps, 
cells.27 These 68 groups of counties are 
presumed to be roughly homogeneous 
and each is represented by a county or a 
group of adjacent counties considered 
typical of the particular stratum or cell. 
That is, each of the 68 counties (or 
groups of counties) is supposed to bea 
cross-section of a group of similar coun- 
ties; each is a sampling unit, in other 
words, and together they represent all of 
the counties of the country.” 

So much for the nature of the primary 
sampling unit (a Census Bureau designa- 
tion). This leaves three main problems: 
(1) Determining the proportion of the 
total sample coming from each cell; (2) 
selecting the particular sampling unit 
that will represent the cell, and (3) se- 
lecting the respondents within the sam- 
pling unit. 

27 Cell perhaps is a more precise term because these 
units are not layers, extending the length of the whole 
country, but rather circumscribed areas further de- 
lineated by degree of urbanization, type of industrial 
activity, etc. One cell, for example, might be northeast, 
block-city, manufacturing, counties with low migration. 
(Block cities are those having 50,000 population and 
over.) 

28 Although the twelve largest cities in 1940 are in- 


cluded and therefore only represent themselves; indeed, 
New York is divided into two sampling units. 
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The first of these problems is solved 
easily. The proportion of the sample 
coming from each cell is determined (at 
least roughly) by the proportion of the 
population of each cell to that of the 
whole of the United States. Thus if 
northeast, high manufacturing, block- 
city counties with low migration have 3 
per cent of the population, approxi- 
mately 3 per cent of the sample will be 
taken from the county finally selected as 
the sampling unit to represent this par- 
ticular cell.2® The balance of the sample 
will come from the other 67 strata in the 
same manner. 

The second and third problems—selec- 
tion of the particular sampling unit and 
within it the families to represent the 
stratum—are slightly more complex. The 
selection of the county or sampling unit 
is accomplished by making use of a 
“weighted random” scheme; a scheme 
which though random in character 


weights large counties somewhat more 
heavily than small counties in order that 
the chance of selecting the former will be 
somewhat greater and hence that the 
chance of error will be reduced.*° 


2° The reason this is only roughly proportionate is 
that the total sample under this scheme is not fixed 
but varies with population changes. However, prelimin- 
ary estimates for the proportion of the sample coming 
from each cell can be made on the basis described, final 
figures varying largely with population changes occur- 
ring since the Census figures which are utilized were 
taken. 

*° The scheme in essence is as follows: The counties 
or groups of counties from which the selection is to be 
made are listed from smallest to largest with cumulative 
population totals given for each (from which the last 
three digits are eliminated). Then Tippett’s tables are 
consulted and the random number nearest the cumu- 
lated total indicates the county to be selected. 

The weighting obviously favors the larger numbers 
since the class interval becomes progressively larger 
with the increasing size of cumulated county figures, 
and since this in turn leads to a wider range above the 
median class than below it. The average error is likely 
to be somewhat smaller when selection is made with 
probability proportionate to size because the larger 
sampling unit represents a greater proportion of the 
stratum’s population than the smaller unit. 


The selection of the individual families 
within the county is accomplished by 
means of sub-sampling; that is, sampling 
within the unit which in itself is a sam- 
ple. This in turn may be achieved 
through sub-stratification of the primary 
sampling unit on a basis of the extent to 
which population is urban or rural; the 
sample then may be taken from each of 
these types of areas found in the sam- 
pling unit in the proportion indicated by 
the makeup of the stratum. In urban 
areas the “systematic” procedure may be 
employed to select blocks (every mth 
block) and then the houses within the 
block (every mth house). In the rural 
areas, sub-sampling is not so simple, but 
somewhat the same thing may be ac- 
complished through the use of detailed 
maps of Census Enumeration Districts,™ 
(and subdivisions thereof) from which 
selection can be made on some adapta- 
tion of the systematic-random arrange- 
ment described above.* 


1 Actually a complete listing of the residents of sub- 
sampling units is made. This step is required in order to 
obtain the addresses within the area with sufficient 
detail so that another person may revisit and identify 
any dwelling units selected for enumeration. 

It might be possible to instruct the field staff merely 
to take every nth family. Such a procedure may en- 
danger the attaining of a high degree of randomness, 
however, because of carelessness on the part of the 
field staff. 

% A geographical district, whose size varies de- 
pending upon population density, is set aside for an 
enumerator. There are in all some 154,000 Enumeration 
Districts in the United States. 

% In the early days of area sampling the Census uti- 
lized what one might call the “pinpoint” method of se- 
lection, which was accomplished by the superimposition 
of a gridwork upon a map and then picking at random 
certain points on this gridwork which would be trans. 
ferred to the map on which it rested. 

This plan was superseded by another which involved 
the drawing of mile-square segments directly on the 
map, numbering these segments and then selecting at 
random a sufficient supply of the numbered segments 
to provide the sample required. In each mile-square seg- 
ment selected through this process, the field man was 
instructed to locate a dwelling unit at a specified corner 
(the northwest, say) and then take the four nearest 
dwelling units determined by proceeding in a clock- 
wise direction around the segment. 
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Thus it can be seen that eeiititinidien| degree of difference is debatable),® it 


is employed in both the area and the | 
quota schemes. It should be noted how- 


ever, that in the area scheme once the 
cells are determined, uncontrolled ran- 
dom selection is utilized to produce 
representativeness among respondents, 
while under the quota scheme controlled 
random selection is employed to accom- 
plish this result. In the former, in other 
words, respondents are selected on an 
impersonal, chance basis while those to 
be interviewed under the quota schemes 
are personally selected with the idea of 
obtaining the proper proportions in vari- 
ous age groups, income groups, etc. 
Proper proportions of age, family size, 
income groups, etc., are derived by 
chance in the area scheme and by means 
of purposive selection in the quota plan. 


™ ErricieENcy oF SAMPLING PROCEDURES 


As to which of these several sampling 
schemes—random, quota or area—is 
most efficient in representing the uni- 
verse (assuming that each is soundly 
conceived), one cannot say in absolute 
terms. It can be said, however, that the 
sampling technique utilized in any in- 
stance should depend to some extent 
upon the circumstances; and a most im- 
portant requisite is proper utilization of 
the scheme selected. 

As between the two methods just 
mentioned, whereas the area scheme 
probably contains fewer biases (because 
‘arbitrary judgments by field workers are 
largely eliminated)* and very likely is 
not quite so dependent on the accuracy 
of current statistical data (although the 


* Biases may arise in the selection of respondents 
because of the tendency to (a) pick friends or ac- 
quaintances who think very much as the interviewer 
does, (b) avoid approaching the very poor and the very 
wealthy, and (c) disregard those not at home. This last 
may result in a failure to give adequate representation 
to small (no children) families. 


would seem to be somewhat vulnerable 
on its assumption of homogeneity within 
cells. 

The quota scheme appears to be more 
flexible and probably is less costly. It 
thus is likely to be more practicable for 
most purposes. It would be interesting 
to conduct an experiment designed to 
test the relative efficiencies of the area 
and quota methods against the results 
determined through a complete enumer- 
ation. Perhaps some combination of 
schemes will be devised—one that will 
insure the virtues of each while avoiding 
their weaknesses. There is no doubt that 
much progress will be made in the mat- 
ter of sampling designs during the next 
ten years. 

One further phase of polling tech- 
niques should be mentioned before we 
look into the practical application of 
sampling to marketing problems. This is 
the degree of validity in the results that 
may be expected from sample studies in 
general. Theoretically there are at least 
six possible limitations upon securing 
valid results by sampling: 

1. Lack of precision®” due to random 


% P, M. Hauser and M. H. Hansen, “On Sampling in 
Market Surveys,” JOURNAL OF MARKETING: “In the 
quota sampling design the investigator is either at a 
complete loss or is forced to rely upon crude estimates of 
the extent of these changes in designing the sample. If 
in area sampling design with a proper estimating 
method is used it is not necessary to know the charac- 
ter of the changes which have taken place; in fact, the 
sample will provide a measure of the changes.” 

% Such an experiment is being considered by the 
Bureau of the Census in cooperation with the National 
Opinion Research Center at the University of Denver. 

37 Technically, one should distinguish precision, ac- 
curacy, and validity. Precision (largely a product of 
sample size) refers to an absence of statistical or random 
errors; a very small sample is not likely to be precise 
while a complete enumeration will be perfectly precise. 
Accuracy refers to an absence of bias, and recording and 
calculating errors. Validity may refer to the sample 
itself or to the results of a sample study. 

Validity of the sample may be said to obtain if the 
sample is found to be truly representative of the uni- 
verse. Validity of results obtains if the results of the 
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errors which are in part a product of the 
size of the sample. Within a known size 
of sample, errors of this type can be cal- 
culated rather closely, as will be seen be- 
low. 

2. Lack of representativeness due to 
inaccurate or out-of-date statistical in- 
formation or failure to take into account 
the proper variable elements in a strati- 
fied sample. 

3. Lack of arithmetical accuracy due 
to errors in recording of data, calculat- 
ing results, etc. 

4. Lack of skill in constructing ques- 
tions with resultant (a) misunderstand- 
ings by respondents as to what is re- 
quired or (b) untruthful replies, due in 
part perhaps to a failure to eliminate 
the prestige factor. 

5. Absence of adequate knowledge on 
the part of the respondents who are re- 
quired to indicate (explicitly or implic- 
itly) how they would behave under cer- 
tain assumed conditions (an absence of 
knowledge which may not even be ap- 
preciated by the respondent!).** 

6. Failure of respondents to behave as 
indicated, because of: (a) a failure to act 
at all (failing to buy a particular product 
or to cast a vote,*® for example), or (b) a 
change in his state of mind (arising from 
some unanticipated influence, perhaps).“° 





sample truly reflect the results of a complete enumera- 
tion. If precision and accuracy obtain (assuming the 
presence of representativeness), validity of results 
should prevail. 

%8 For example, despite survey results indicating a 
preference for X product over Y product, Y may out- 
sell X tremendously because of a superior marketing 
or sales promotional plan. 

8% The author has just learned unofficially (late 
October, 1944) of a very interesting study now in prog- 
ress by. a public opinion research organization which 
will poll a group of respondents before the presidential 
election and again following the election, to find out 
(among other things) whether people voted as they in- 
dicated they would; to discover, indeed, whether they 
voted at all. 

‘0 It is interesting to note that “an election poll com- 
pleted from a week to three weeks before the election, 








A representative sample of a few 
thousand, regardless of the size of the 
universe, is sufficient to make possible a 
fairly high degree of precision.“ On a 
dichotomous question with a sample of 
2,500, assuming representativeness, free- 
dom from computing and recording 
errors, and that respondents can and do 
say what they think (and act accord- 
ingly), the chances are 99 out of 100 that 
the error will not be in excess of 3.0 per- 
centage points either way. In order to 
increase the preciseness of poll results to 
the extent of reducing the possible ran- 
dom error from 3.0 percentage points to 
1.5, one must quadruple the size of the 
sample (increase it from 2,500 to 10,000). 
Changes in results of polls in point: of 
time must be examined carefully in order 





which predicts the actual result within one per cent is 
not validated by this close agreement. If the true facts 
were known or intervening polls had been taken, it 
might well be that such a poll had erred at the time it 
was made, by five or ten per cent.” Henry C, Link, and 
A. D. Freiberg, “The Problem of Validity vs. Relia- 
bility in Public Opinion Polls,” Public Opinion Quar- 
terly, Volume 6, No. 1, Spring, 1942, p. 91. The same 
sort of change of mind may occur with respect to the 
choice of commodities. 

“Samples utilized in polling techniques appear 
amazingly small to the layman. For example, the Ameri- 
can Institute of Public Opinion (the Gallup organiza- 
tion) for ordinary purposes uses a sample of 3,000. The 
National Opinion Research Center of the University of 
Denver often uses 2,000, while the Office of Public 
Opinion Research at Princeton uses only 1,600 in many 
of its studies. The Bureau of the Census, on the other 
hand, uses a sample of 50,000 in its monthly study of the 
labor force; although it uses only 2,000 in its Food Diary 
survey. 

One reason for larger size samples is that precise in- 
formation is required for particular subdivisions of a 
universe (e.g., for certain states within the United 
States). In such a case the subdivision becomes the 
universe, and the sample required will have to be just 
about as large as that representing the original full size 
universe. Small samples (a technical term), often do not 
exceed 200, but these are largely of indicative value 
only since precision cannot be expected from a number 
this small. 

#2 See the Brown table designed to show the size of 
sample required in (among other sources) the American 
Marketing Society’s The Technique of Marketing Re- 
search (New York: McGraw-Hill, 1937), pp. 400- 
401. 
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that one can be certain that significant 
differences exist; that differences which 
do exist are in excess of statistical errors 
which might be expected.“ 

Adequate size of sample, it should be 
noted, applies to dichotomous questions 
and not to breakdowns (replies classified 
by sub-groups, for example). However, 
breakdowns may be soundly effected 
even with samples whose size was deter- 
mined for a “yes and no” study, when 
(as in radio listener habit surveys) peri- 
odic observations are made, by combin- 
ing the results of a series of samples 
(assuming of course that no change has 
occurred in point of time or that any 
change which has occurred would not 
vitiate the results of such a survey). That 
is, by combining the results of a number 
of surveys, sufficient size may be ob- 
tained to allow dependable results even 
where detailed information is required on 
the behavior of those in particular geo- 
graphic areas, of those composing the 
universe by income groups, say, or on 
such qualitative considerations as the 
reasons why people behave as they do.“ 

Thus the size of the sample necessary 
to insure precise results is calculable; 
hence the proper size required can be 
provided.“ The other limiting factors 


% See S. S. Wilks, “Confidence Limits and Critical 
Differences between Percentages,” Public Opinion 
Quarterly, Volume 4, No. 2, June 1940, pp. 332-338. 

“ An excellent example of this is found in the article 
by H. M. Beville, Jr., “The ABCD’s of Radio Audi- 
ences” in the Public Opinion Quarterly, Volume 4, No. 2, 
June, 1940, pp. 195-206. The study is based on the re- 
sults of a series of weekly radio listener habit surveys 
(each composed of only 750 responses) which, when 
combined, made possible sound conclusions concerning 
the radio listening behavior of those in each of four 
income groups. 

The stability technique (adding observations until 
further additions fail to affect the results) may be em- 
ployed to test adequacy of sample size, although the sta- 
bility (just as is the case of the mathematical) test has 
nothing to do with representativeness and thus is of 
no value as an indicator of validity of sample. For exam- 
ple, one could take enough observations of consumer 
behavior among those found in Times Square to meet 


given above—lack of representativeness, 
arithmetical inaccuracies, improper word- 
ing of questions, and failure of people to 
act as indicated because of change of 
mind—must be overcome also if valid 
results are to be forthcoming.“ As has 
been indicated, representativeness must 
be insured by a knowledge of variable 
elements in the universe and adequate 
statistical data that will make possible 
their proper inclusion in the sample. 
Accuracy can be obtained only by con- 
stant care in recording data and calculat- 
ing results. To obtain a true picture of 
respondents’ opinions or preferences, 
care must be taken in wording of ques- 
tions, Questions involving prestige as 
well as those respondents are not compe- 
tent to answer should be avoided. Re- 
spondents should be asked to make sim- 
ple decisions on the most objective basis 
possible, leaving inferences to be drawn 
by the researchers. 

When all is said and done, however, it 
should be remembered that people are 
free agents and are somewhat change- 
able; thus they cannot be expected al- 
ways to act as calculated. Hence the re- 
sults of sample studies (or even of com- 
plete enumerations) may be somewhat 
in error as statements of actual behavior, 
no matter how well executed they may 


be. 


SAMPLING IN MARKET RESEARCH 


As has been suggested earlier, much if 
not most of the knowledge we have of 
marketing has been derived from the use 
of sampling (some sort of sampling, 
though not necessarily scientific sam- 





the stability test and still be in error if he concluded 
that this group was a representative cross section of 
American consumers. 

“It may be somewhat easier to validate political 
polls (particularly those taken just before an election) 
than sample market studies. In certain types of market 
studies (radio listening behavior may be an example) 
the sample study may never be satisfactorily validated. 
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pling). That is, much of our knowledge of 
the field is fragmentary, coming from 
“piecemeal”’ studies here and there and 
from time to time. For this reason, the 
practice of sound sampling techniques 
is of great importance to everyone con- 
nected with the marketing field; indeed, 
without it a sound body of knowledge 
simply cannot be expected, 

It is interesting to note that market 
research (as distinguished from market- 
ing research) particularly lends itself to 
the use of statistical sampling. Because 
of its tremendous scope and its transitory 
nature, the study of markets (in the de- 
mand sense) requires methods that yield 
reliable information quickly and ecoriom- 
ically. It requires, in short, precisely 
what sampling has to offer. 

Sampling may be utilized (a) to find 
out about present market conditions, or 
(b) to throw light on future conditions. 
The use of sampling to derive informa- 
tion about present market conditions is 
relatively easy (although in absolute 
terms it may be quite difficult). The 
reason for this is that analyzing present 
conditions requires only detecting facts 
—how people are behaving or perhaps 
what their opinions are at the present 
moment. This is largely a problem of 
sound sampling practice. Forecasting, 
on the other hand, requires finding out 
what people are going to do at some fu- 
ture time. To a large extent, it is con- 
jectural. It thus transcends the problem 
of obtaining the proper size and repre- 
sentativeness in the sample. Despite the 
difficulties, however, if done correctly 
even forecasting may be attended with 
some success. 


-_ - 


One of the most interesting and most 
successful attempts to discover present 
market behavior is that of the A. C. 
Nielsen Company in its food and drug 





surveys. As most marketing people 
know, this company undertakes to fur- 
nish manufacturers of products sold in 
food and drug stores*” with reports on 
the success of their sales promotional 
efforts as compared with that of com- 
petitors.‘* This is accomplished by com- 
piling sales records of representative 
stores throughout the United States*® in 
the various product lines about which 
information is required. The study—an 
adaptation of the quota method of sam- 
pling—is performed as follows: 

The immediate universe through which 
information is derived is composed of all 
stores of the type under study in the 
United States.°° Since buying behavior 
may differ as between geographic re- 
gions, cities of different sizes, and stores 


‘7 Among its “food” clients are those selling candy 
bars, coffee, crackers, dog food, lard, margarine, salt, 
soap, soup, and tea. Among its “drug” clients are those 
selling cold remedies, dentifrices, hand lotions, laxa- 
tives, razor blades, shampoos, and toothbrushes. 

48 This idea of comparing the results of competitive 
effort of various brand promoters in particular fields by 
studying consumer purchases is by no means unique, 
For many years “pantry” surveys designed to accom- 
plish somewhat the same purpose have been conducted 
by various research groups. 

One newspaper—The Milwaukee Fournal—has re- 
cently published its 21st annual consumer analysis of 
the Milwaukee market (see The Milwaukee Journal 
1944 Consumer Analysis of the Greater Milwaukee 
Market, Second Wartime Edition). The method utilized 
in this and many other similar surveys is that of ques- 
tioning consumers is a detailed manner as to their 
purchases of particular consumer items. In the Mil- 
waukee survey, schedules are mailed to housewives 
selected “‘at random”’ from each page of the Milwaukee 
and suburban directory; these are returned in person. 
While 40.5 per cent returned the questionnaires in the 
latest survey (an excellent rate), the failure to obtain 
100 per cent return after random selection of the sam- 
ple may vitiate representativeness to some extent. (See 
below, p. 335.) 

Results of the Milwaukee survey are expressed as per- 
centages of those using a particular type of product. 
For example, if for cold corn cereal X brand was shown 
as 35 per cent, Y brand 25 per cent, Z brand 15 per cent, 
etc., it would mean that of all those using cold corn cereal, 
35 per cent were using X brand, etc. 

® As well as the United Kingdom and Canada. 

® Indirectly the universe is composed of all consumer 
buyers of food or in the case of the drug survey, of drug 
products. 
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of varying types and sizes, the national 
market is stratified by regions, city sizes, 
and store types and sizes. In the grocery 
field this stratification results in 170 
strata or cells for the whole of the United 
States. The proportion of retail grocery 
store sales in each cell compared with 
total U. S. grocery sales determines the 
proportion of the total sample taken 
from each cell. 

Just as in the case of political polling 
technique, random selection is relied on 
to attain representativeness within each 
stratum. For example, the Nielsen field 
men may be required to choose at 
random x number of stores among num- 
erous large, New England, metropolitan, 
chain units or from the many low-vol- 
ume, Pacific area, small town, independ- 
ents. Since the Nielsen cooperators when 
once selected are a semi-permanent 
group, the plan is a “quasi-panel” 


scheme. The sample in groceries is 13 per 


cent by volume of the total sales in the 
field and represents, according to the 
company, between one and two million 
consumers. 

In each store surveyed, field men peri- 
odically® obtain for every item a begin- 
ning and ending inventory, information 
on total store purchases as well as on the 
unit of purchase (small or large quanti- 
ties). Field representatives obtain also 
the price paid by the store for the pro- 
duct and its shelf (selling) price on the 
date of audit; in addition they make 
special observations on window, floor, 
and counter displays; special advertising 
and price concessions, etc. Thus the rate 
of sale and the approximate gross margin 
earned (among other things) may be 
derived for each item in each product 
group. From a small but carefully con- 


5t The drug survey covers 1,000 stores in 400 cities, 
serving an estimated 3,900,000 consumers.—The Niel- 
sen Researcher, September-October, 1944, p. 5. 

® Every two months, 


structed sample, then, the Nielsen Com- 
pany is able to furnish a client precise in- 
formation on his competitive situation— 
whether he is gaining or losing in the 
competitive race in general, which com- 
panies if any are outstripping him and to 
what extent, and (within limits) in what 
geographic areas his success is being 
challenged most effectively.* 

Analysis of present behavior by more 
or less scientific means is practiced in 
other fields also. In radio, for example, 
observations are made continually which 
are designed to probe actual (as distinct 
from prospective) listening habits.™ It is 
very important that both the broadcast- 
ing companies and the advertisers know 
as much about the listening preferences 
of radio audiences as possible. Studies of 
listeners (depending upon their specific 
purpose) are aimed at such things as the 
size of the available audience, radio sets 
in use, the hours of the day people listen, 
what programs listeners “patronize,” 
the composition of particular radio 
audiences (proportion of men, women 
and children), audience flow, geo- 
graphic differences in listening habits, 
and the effectiveness of particular pro- 
grams. 

A number of methods are utilized in 
practice to get at such information. The 
coincidental,® the recall,®” the recorder®* 


53 Breakdowns by regions probably are sound, but due 
to limitations of sample size, those by states probably 
are very “shaky.” 

* Some work has been done in forecasting also. See 
P- 339 infra. 

5 Where a program’s audience comes from (the pre- 
ceding program, another station, or entirely new listen- 
ers) and where it goes at the conclusion of the program 
(the program following, another station, or switching 
off the radio). 

% The coincidental method is based on random 
(technically, “systematic”) selection of respondents, 
which is particularly advantageous when little is known 
about the universe (as in the early days of radio); 
otherwise, stratification would have to be predicated on 
questionable information, thus giving doubtful results. 
The questions asked interviewees under the coinci- 
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and the diary®* techniques are employed 
variously in sampling radio audiences to 
determine particular aspects of radio 
listening behavior (see below pp. 338 to 
340). Not only can the advertiser’s efforts 
be made more effective through knowl- 
edge gained from studies of sample audi- 
ences, but radio listener enjoyment also 
may be enhanced as a result of such ef- 
forts. 

Two other interesting applications of 
sampling present market conditions come 
to mind in this connection. One of these 
is the effort of the New York Times and 
other papers to present their book review 
section readers with summary lists of the 
best selling books each week. These ef- 
forts, though interesting, usually are not 
very scientific. For one thing, no serious 
attempt is made to attain representa- 
tiveness in the sample.* 


The New York Times list is based on 





dental method (as utilized by C. E. Hooper, Inc.) are as 
follows: (1) “Were you listening to the radio just now?” 
(2) “To what program were you listening, please?” 
(3) “Over what station is that program coming?” 
(4) “What advertiser puts on that program?” (5) 
“Please tell me how many men, women and children, 
including yourself, were listening to the radio when the 
, telephone rang.” 

57 A method based on the respondent’s ability to re- 
member (with or without aid) the programs to which 
he listened previously (see footnotes 87 and 88, p. 338). 

58 A method by means of which listening characteris- 
tics are inferred from a recording of a device attached to 
the radio set which registers all dialing activities. 

59 A panel method whose information is derived 
from members of a group who agree to keep a record of 
all listening activities for a short period of time (e.g., 
one week). 

6° A more scientific application of the sampling tech- 
nique is utilized by Sears, Roebuck and Company 
(sponsors of the People’s Book Club) in selecting the 
books sent to their members: “Under the direction of 
Dr. George H. Gallup—using famous Gallup Poll 
methods—many copies of the best of the new books 
considered worthy of Club consideration are con- 
stantly being submitted to a jury of ... members for 
reading and comment. The criticisms and opinions ex- 
pressed ... are carefully analyzed and the one book 
that is found to express widest appeal . . . is chosen as 
the next Club offering.” —Sears, Roebuck and Company, 
Fall and Winter 1944-45 Catalogue, p. 486. 


the reports from 14 cities," where “‘lead- 
ing” stores are called on by the Times 
reporter to furnish the names of the five 
best sellers in each of two groups—fiction 
and non-fiction. The resulting data for 
each of the reporting stores are combined 
(best accomplished, perhaps, by invert- 
ing the numbers) thus making possible 
the selection of the five best sellers for 
each city. Finally, leadership for the 
whole of the United States (indicated by 
the order in which the titles appear) can 
be determined simply by adding the 
(inverted) score for each book for each 
city. 

Obviously the results would be more 
precise if stratification were employed in 
choosing cooperating retail units (by 
geographic region and city size, at least) 
and if proper weight were given to rat- 
ings from stores and regions on a basis of 
book sales. However, the best seller lists 
computed as described are roughly indi- 
cative of current reading habits of vari- 
ous sections of the United States and for 
the country as a whole; and since pre- 
cision is not particularly important in 
this instance, the purpose for which it 
was devised probably is served. 

Another example of attempting to 
probe present preferences is the effort 
of the American Tobacco Company (or 
their advertising agents) to select the 
ten most popular melodies each week for 
the Lucky Strike Hit Parade. This is 
accomplished by analyzing data on cur- 
rent sheet music and recordings sales, 
juke box selections, and numbers re- 
quested of orchestra leaders; and deter- 
mining “hit tunes” through some sort of 
weighting process, presumably, although 


® New York, Boston, Philadelphia, Washington, 
Baltimore, Atlanta, Cleveland, Detroit, Chicago, St. 
Louis, New Orleans, Dallas, San Francisco, and Los 
Angeles. 

® Actually, however, the order in which the books 


appear is “in part based upon the number of cities 
which report them as among the best sellers.” 
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too little information of the sampling 
technique employed is available to make 
a definite statement on this score. For 
the same reason no judgment can be 
made as to the validity of the selections 
chosen as representing the popular pref- 
erences.® 

Basically, the foregoing is similar to 
the attempt of fashion analysts to deter- 
mine the degree of consumer acceptance 
of certain styles (neck line, skirt length, 
or silhouette, for example) by making 
periodical observations of the wearing 
apparel worn by passersby at particular 
vantage points (e.g., soth Street and 
Fifth Avenue), to discover how many out 
of each hundred have accepted a particu- 
lar style.™ 


Forecasting Market Behavior. 


Even more interesting (but at the 
same time somewhat more difficult) is 
the attempt to predict consumer behav- 
ior by means of sampling techniques. 
The analysis of present behavior, as was 
mentioned, involves merely the problem 
of discovering what people actually are 
doing (what brands they are buying, 
what styles they are wearing, or what 
not). Forecasting, on the other hand, 
may require (by implication at least) 
that people make some judgment as to 
what ‘they would do under largely un- 
known future conditions.® The research- 


*§ An interesting study was made several years ago 
which had to do with predicting the success of popular 
songs through the use of a jury composed of a small 
group of high school and university students. See 
G. D. Wiebe, ““A Comparison of Various Rating Scales 
Used in Judging the Merits of Popular Songs,” The 
Journal of Applied Psychology, Volume XXIII, No. 1, 
February, 1939, pp. 18-22. 

* Fashion studies differ from those not involving the 
style element in that fashions seem to progress from 
high to low income groups. Therefore, (1) samples taken 
from particular income strata are best treated separate- 
ly, not as complementary data, and (2) the trend, not 
the particular observation, is the thing of greatest im- 
portance. 

% Some of the political polling activity is vulnerable 
of this count, although part of this weakness is re- 
moved when respondents are requested to indicate not 


er is inquiring into a consumer’s future 
behavior in the market place when in 
fact the latter does not know what he 
will do. 

The most practicable thing that can 
be done is to find out what the consumer 
would do at present and then extrapo- 
late. Respondents are asked to express 
opinions or indicate preferences as of the 
present moment, leaving to the research- 
er the job of bridging the gap between 
indicated preferences and probable fu- 
ture behavior. Devising adequate con- 
sumer tests for this purpose often is ex- 
ceedingly difficult and requires ingenuity 
of the highest order. 

Many concerns make no move in the 
direction of introducing new items or 
making product changes without sam- 
pling consumer taste. This sort of thing 
is routine in the operation of some food 
companies, among others. 

Sampling consumer taste—One large 
firm—a leading cereal concern—utilizes 
an elaborate quota scheme® in its testing 
operations and never makes an impor- 
tant move in the market without trying it 
out on a sample consumer group. The 
plan utilized to probe consumer prod- 
uct tastes is extremely interesting. 

Adequate supplies of two brands of a 





how they expect to vote several months hence, but how 
they would vote if the election were to be held today. 

% The market research department of this company 
is concerned with two main jobs, in each of which 
sampling is required: (1) testing the effectiveness of 
advertising, and (2) testing consumers’ acceptance of 
new or modified products. 

Just as in the political polls, stratification by geo- 
graphic region and city size is employed. The representa- 
tive cities or towns within each region are selected on 
the basis of types of industries, classes and types of 
families, etc., typical of the area. 

In addition, since representative families are re- 
quired, the size of family, the nativity of its master 
and mistress, and the type of dwelling in which it lives 
are utilized as controls. Random selection is made 
within these strata. The number of respondents from 
each stratum or cell are in the same proportion to the 
total numbers in the sample (3,000 for most pur- 
poses) as the population of the particular stratum is to 
the total population of the United States. 
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product (or two formulae of the same 
brand) are sent in packages identified 
only by key numbers to those participat- 
ing in the test with instructions to try the 
materials and utilize as much of each as 
they wish in accordance with their pref- 
erence for one or the other. When the 
test is completed, not only is a statement 
of preferences and the reasons therefor 
required of the participants, but also the 
return of the empty, partially utilized or 
unopened containers in order that ex- 
pressed preferences and actual consump- 
tion behavior can be correlated. 

While the correlation between prefer- 
ence and behavior is likely to be high, 
such a result is not inevitable. When the 
degree of correlation is low, it is extreme- 
ly important to probe for underlying 
causes. In one case, for instance, the 
group sampled indicated a preference for 
Product A despite the use of more of 
Product B. When the reason was sought, 
it was stated that while they preferred 
the flavor of A, B was easier to prepare! 
The result was the company improved 
the flavor of B, the product was then re- 
tested and it now proved not only easier 
to prepare but satisfactory from a flavor 
standpoint as well. 

Predicting popularity of motion pic- 
tures—Among the most ambitious of the 
various attempts at predetermining con- 
sumer preferences is that made by Audi- 
ence Research, Inc., (a Gallup organi- 
zation) to predict, among other things, 
the popularity of motion picture plays*® 
in advance of their production.® 

The motion picture audience® of the 

*7 Sometimes only particular story situations or ideas 
are tested or perhaps the use of a particular star in some 
well-known story. 

68 Most of the accompanying technical information is 
based on a small amount of data reluctantly given by 
one of the executives of the organization plus some 
rather general statements appearing in an article found 
in Sales Management, Volume 53, No. 6, March 15, 
1944, P. 90. 


_ ™ There is some question as to whether the universe 
is the number of current movie goers or all those who 


country is sampled by methods similar 
to those used in political polls; respond- 
ents in 100 cities and towns throughout 
the country are asked to indicate 
through the use of synopses whether they 
would like to see motion picture films 
based on particular stories (and featur- 
ing certain acting talent, perhaps). Ques- 
tions designed to get at the reasons for 
respondents’ likes and dislikes are also 
asked, with the result that much infor- 
mation of value to the producer-client 
may be derived.” 

The method utilized is the quota type 
with geographic region and city size 
stratification and controlled random se- 
lection of respondents within these strata 
on a basis of age, sex, and income. 
Quotas for various areas and consumer 
groups can be assigned on a basis of the 
proportion of movie goers in each stra- 
tum to the total attendants for the 
country as a whole. Such data may be 





are potential movie goers (e.g., all those over Io years 
of age). The advantage of the latter somewhat broader 
point of view is that instead of disposing of those 
people who are not at present movie goers (thus elimi- 
nating from consideration some who might go if the 
right picture came along), an attempt is made to dis- 
cover whether people would be apt to patronize a film 
made from a particular story, regardless of the irregu- 
larity of attendance. It might well be in certain in- 
stances that almost as much patronage could be ex- 
pected from non-regular movie goers as from regular 
attendants. 

7 For example, Audience Research Inc. made a study 
of popular reaction to the theme of “Mr. Lucky” pre- 
ceding its production and found that respondents, 
though liking the story as a whole, disliked certain of 
its aspects: (1) the fact that the hero was a Greek, and 
(2) the fact that he tried to steal money from a charita- 
ble organization. 

It is reported (Sales Management, supra., p. 94), 
that the company altered the story in these particulars 
(the “hero,” an American, in the end attempted to 
thwart the efforts of his erstwhile colleagues to steal 
the money) and that the picture became an outstand- 
ing success. (The changes did not necessarily underlie 
the success of the film, however.) 

The sampling device may be utilized with success not 
only in testing the acceptance of story ideas but in 
measuring the popularity of particular actors and ac- 
tresses. Another use to which it can be put with profit is 
that of determining which of several suggested film 
titles is likely to be most attractive to movie goers. 
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derived in large part from the records of 
motion picture company clients plus 
special spot observations of movie goers 
in certain locations. That is, total attend- 
ants may be derived from grosses divided 
by a weighted average box office price, 
while age and sex information may be 
obtained from spot checks. Actually, 
geographic area differences do not seem 
to be particularly important in influenc- 
ing preferences; age and sex differences, 
however, seem to be extremely impor- 
tant. 

On the basis of information gathered 
in the foregoing manner, detailed esti- 
mates may be made of the probable suc- 
cess of motion picture films. Sample pref- 
erences may be projected by the use of 
known motion picture audience data to 
find out how many people can be expect- 
ed to attend the showing of a film. That 
is, the per cent of the sample indicating a 
liking for the story may be applied to 
the total audience figures; and then by 
the application of known box office price 
data to estimated attendance, estimated 
grosses” may be computed. 

Although the success of predetermin- 
ing the consumer response to. particular 
motion picture films by audience re- 
search has been glowingly reported,” 
this author (who not only has made the 
motion picture business a subject of 
study, but actually has had some experi- 
ence in it) has some doubts about it. For 
one thing, the actual consumption condi- 
tions (seeing the picture) are not closely 
simulated by test conditions (reading a 
synopsis of the plot). As a matter of fact 
the plot (even when the star is known) is 
often not nearly so important as the way 
the story is told—the incident, so-called, 
and the directorial touches. 


™ The term “gross” in the entertainment field is the 
counterpart of retail sales in ordinary marketing opera- 
tions. 

™ See Sales Management, op. cit., throughout. 


Furthermore (and this is most impor- 
tant) even though such a scheme might 
appear to be very successful at the 
moment, it may not continue to predict 
accurately when economic conditions 
are such that people will be unable to 
back up their indicated preferences by 
actual movie attendance except when 
finished productions prove to be truly 
outstanding.” This is not to say that the 
technique is without value; rather it sug- 
gests that too much should not be ex- 
pected of the results of such studies. The 
sampling device, has tremendous possi- 
bilities in testing out the general audi- 
ence reaction to such things as possible 
film titles, story situations and motion 
picture talent. 

Predicting women’s clothing fashions.— 
Almost equally ambitious though not so 
scientifically planned as the foregoing 
was the experiment made by the Na- 
tional Retail Dry Goods Association 
several years ago with the idea of pre- 
dicting women’s clothing fashions (coats 
and suits, cotton wash dresses, bathing 
suits, shoes, among others). 

This ingenious scheme worked as fol- 
lows. Each of the several thousand store- 
members of the National Retail Dry 
Goods Association was sent fashion pref- 
erence questionnaires with the request 


7 Studio previews heldin or around Los Angeles for 
the purpose of testing motion picture audience reaction 
to semi-finished films are not likely to be very helpful 
due to an absence of representativeness in the group 
attending the previews as regards income groups, age, 
sex, as well as geographic area and city size. Indeed, 
conclusions drawn on such a sample may lead to ill- 
advised changes, changes which may not only be un- 
necessary but which may affect the picture’s profita- 
bility. 

Dr. Gallup has been experimenting with a machine 
(something like the Program Analyzer perhaps, see 
P. 339 infra.) to record the likes and dislikes of a pre- 
view audience of 45 or 50 people representing all ages 
and types. This scheme should largely take care of the 
foregoing limitations, but introduces another, i.c., 
consciousness of the group that they are the subject 
of study and hence a tendency toward abnormal reac- 
tions, 
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that some employee be delegated to poll 
ten store customers selected “at ran- 
dom’’™ in the department concerned (for 
example, cotton dresses) and that these 
customers be asked to make choices 
from among the styles sketched in the 
questionnaires. 

The questionnaires were brilliantly 
executed—the sketches, showing several 
styles of each important detail of the 
item (the silhouette of a dress, for ex- 
ample) were such that there could be no 
confusion as to what was required. The 
ten schedules were supposed to be re- 
turned by the store to the sponsoring or- 
ganization for computing. The returns 
(which appear to have approximated 25 
per cent or less) could be computed for 
the East, Midwest, Far West and South 
separately since different colored sched- 
ules were utilized for the stores in each 
of the several regions. 

This experiment at best was only 
moderately successful. For one thing the 
laboratory conditions (choosing style 
details from black and white sketches) 
probably were not close enough to actual 
market conditions (selecting from among 
a number of actual garments). For an- 
other, the membership of the National 
Retail Dry Goods Association is made up 
of many different types of stores, so that 
total responses are likely to be a mixture 
of the preferences of a number of differ- 
ent income groups. In actual practice, 
time difference in the preferences of those 
making up the several income groups 
prevail; and a main element in fashion 
studies is to probe preferences not of all 
groups combined but of particular groups 


™% Controlled by age only. The instructions read in 
part: “A variety of types and ages adds to the value 
of the results of the Poll. It is suggested that you select 
customers to be polled in the following age groups: 
two over 30 years of age, five between 20 and 30 years 
of age, three under 20 years of age.”—Inside cover of 
N.R.D.G.A.-Fawcett Fashion Preference Poll, Suits 
and Coats, December 1941. 


(e.g., high income). One of the most seri- 
ous limitations of the fashion preference 
study from a sampling standpoint was 
its reliance on a voluntary mailed re- 
sponse and the danger of bias accom- 
panying the use of this technique. A 
greater degree of cooperation may be 
expected from the most alert and better 
stores, with the result that whatever 
representativeness had previously exist- 
ed may have been partially vitiated.” 

With the use of sound sampling pro- 
cedures, this “Fashion Preference Poll” 
scheme may have great possibilities. A 
sound plan would require deciding on 
the particular universe one wishes to 
sample (e.g., the lower income group), 
choosing respondents representative of 
this group, and making sure that all of 
those chosen respond. In addition, there 
probably should be more emphasis on 
selections from sketches of complete 
garments than on selections of particular 
style details (such as neck line, style of 
shoulder, and so forth) which, when com- 
bined, may be completely unacceptable. 
Perhaps color would lend realism to test 
conditions and thus make them more 
adequate. 

It is very possible, however, that other 
methods of forecasting would be more 
effective in the fashion field. An inter- 
esting scheme is used by the R. Lowen- 
baum Manufacturing Company of St. 
Louis, Missouri, which has organized a 
panel of 17 Washington University girls 
(the Junior Board of Review, so-called) 
to pre-judge its young women’s dresses. 
The Board does not depend on sketches, 
but examines the actual garment (worn 
by a model), scoring each dress excellent 
good, or poor. It is claimed that the 

% It was precisely on these two points that the 
Literary Digest poll failed in 1936; the Digest canvassed 
only telephone and automobile owner lists (with result- 
ing biases in favor of the higher income groups) and they 


depended upon mailed responses (which tended to bias 
the results in favor of the better educated individuals). 
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Board’s opinions “have been backed up 
on sales counters” and that the “judges 
have never missed.” 

Theoretically, it would appear that 
the success of such an arrangement de- 
pends largely on the selection of a group 
representative of those making up the 
market for the product, instructing them 
to base judgments on their own prefer- 
ences, and some way or other avoiding 
the distortion of the point of view of 
panel members which tends to develop 
with a growing consciousness of the role 
they are playing.”’ It should be pointed 
out also that the foregoing panel scheme 
is of value only as an aid to decision 
making; the sample probably is too small 
to measure the degree of consumer ac- 
ceptance of particular styles. 


REcENT SAMPLING LITERATURE 


If the marketing man appreciates the 
importance of sampling and, more im- 
portant still, if he recognizes specific op- 
portunities for its use in his own research 
work, he will want to know more about 
it. Although the field is comparatively 


% Life, October 2, 1944, p. 65. 

77 Another interesting attempt to probe style prefer- 
ences is made by the Opinion Research Corp., which has 
a style clinic whose purpose is to study consumer prefer- 
ences for particular styles of merchandise. One of the 
fields in which predictions are made is that of rugs. 

According to a former associate, a jury composed of 
what is supposed to be a representative group of women 
(arranged through various women’s groups and con- 
trolled roughly by income class as indicated by home 
location) is asked to look over a number of styles of rugs 
and rate each on a scale—very good, good, fair, poor. 
One rug is given as a premium at each session, and the 
members of the jury are asked to indicate their choice 
in case they win; hence, indicated preferences can be 
checked to some extent against actual choice. 

In a radio-phonograph cabinet study (according to 
the same informant) somewhat the same technique has 
been utilized, except that men were given greater repre- 
sentation in the jury’s membership, since presumably 
men have a greater amount of influence in the choice of 
this type of product. For some information on the ac- 
tivities of Opinion Research Corp., see Tide, June 15, 
1944, Pp. 98. 


new, there now are numerous published 
materials on the subject. Indeed, if the 
experience of the past several months is 
any criterion, we can expect a flood of 
books and articles on various aspects of 
sampling during the next several years. 
The purpose of this section is to review 
some of the recent publications on the 
subject of sampling for the benefit of 
those who wish to know more about it. 


Latest Books on Sampling. 


In this author’s opinion, the best book 
to appear thus far on the subject of sam- 
ple poll techniques is Gauging Public 
Opinion.”® Written by Hadley Cantril 
with the assistance of his associates, this 
is an intelligently conceived and care- 
fully prepared study of sampling as ap- 
plied to public opinion measurement, in- 
cluding many of its more subtle aspects. 
It is largely a report on the results of re- 
search effort designed to discover weak 
spots in polling techniques so that sound- 
er results from sampling will be possible. 
Since principles of sampling are much 
the same regardless of the purpose, devel- 
opments in sampling techniques in one 
field are important to any other. 

The Cantril volume is essentially a 
handbook from which one can derive 
sound information on the sampling prin- 
ciples. The book is much more than a 
“how-to-do” manual that gives “last- 
word” steps but seldom reasons why. It 
is rather a broad critical study of the 
many phases of sampling, indicating the 
results of careful research into such 
things as: the effect of the wording of 
questions on replies (substantial effect, 
evidently, being present only where re- 
spondents are uncertain); the use of 


78 Hadley Cantril and Research Associates in the 
Office of Public Opinion Research, Princeton, Gauging 
Public Opinion (Princeton: Princeton University Press, 
1944, PP. xiv, 318, $3.75). 
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“trained” as against “untrained” inter- 
viewers (indicating much less difference 
than one might suppose); the results of 
“secret” as compared with “‘nonsecret” 
balloting (showing that material differ- 
ences may prevail); and the various de- 
terminants of opinion (such as education, 
economic status, and other informa- 
tion).79 

There are excellent chapters on inter- 
viewer bias and rapport, on the use of 
breakdowns, on methods which may be 
utilized in measuring intensity of opin- 
ion, and on the technique as well as the 
results of the use of “‘small samples” (al- 
though not necessarily in this order). The 
appendices contain 50 pages of technical 
notes, sources of map materials required 
in sampling practice and a carefully se- 
lected bibliography of 100 or so books 
and articles. One cannot but conclude 
that Dr. Cantril’s book is a sound (and 
in some ways, brilliant) research report 
prepared by able scientists having no axe 
to grind, no position to protect, and— 
one is sure—no notion whatsoever that 
the last word has been said on this very 
important research technique. The book 
in an absolute must for those interested 
in sampling. 

Dr. Gallup’s latest book*® strikes this 

7 The weakest part of the book in this reviewer's 
opinion is the portion that has to do with the effect of 
information on opinion. This is not to criticize the use 
of the “filter” technique per se, but only to point out 
that very dangerous conclusions might result from its 
employment even when greatest care is taken. 

For example, we may conclude as a result of asking 
certain questions that people are informed, and then 
decide that those who are informed and those not in- 
formed according to this criterion think differently. 
But we must keep in mind that if a more difficult set 
of questions were posed, thus creating a third or 
genuinely informed group, the results might differ 
tremendously. That is, those who are really informed 


might think quite differently from those who are super- 
ficially informed! 


® George Gallup, 4 Guide to Public Opinion Polls 
(Princeton: Princeton University Press, 1944, pp. xviii, 
104, $1.50). 


author as being inferior to his earlier ef- 
fort of several years ago.*! The Gallup 
opus is particularly disappointing when 
viewed in the light of the reputation of 
its author. In all fairness, 4 Guide to 
Public Opinion Polls probably will prove 
helpful to the uninitiated who require a 
quick survey of the field; in fact, it was 
probably for the needs of such people 
that the book was prepared. 

The material in the volume is pre- 
sented in the form of 80 questions and 
answers on such subjects as the functions 
of polls, the size and nature of a cross sec- 
tion, the types of sampling techniques 
available, and the nature of question and 
interviewer bias. The book has some par- 
ticularly interesting material on the size 
of samples (pp. 13-23) and on the valid- 
ity of polls (pp. 52-59). But while it con- 
tains some valuable information, | is in- 
teresting, simply written and attract- 
ively styled, the volume contains certain 
minor inaccuracies due in part perhaps 
to oversimplification of the discussion.™ 
Despite its limitations from the point of 
view of the scientist, this exposition of 
the art of public opinion polling should 
prove both interesting and valuable to 
the general reader. 

Another new book, Consumer and 


81 George Gallup and S. F. Rae, The Pulse of De- 
mocracy (New York: Simon & Schuster, 1940.) 

8 For example, the author (on page 16) uses the term 
“range” in a misleading manner, giving the impression 
that 1.5 percentage points is the extent of the sampling 
error which can be expected with a sample of 10,000, 
when actually the error may be 1.5 percentage points 
either way. He says (on page 31), “on political ques- 
tions, since persons under twenty-one are unable to 
vote, the inclusion of these younger people is pointless,” 
failing to stress the more important fact that their in- 
clusion might well introduce serious error. He states 
(on page 100) that polls show the same results only 
(among other reasons mentioned) “when they use the 
same procedure,” which is very questionable; the 

area” and the “quota” schemes (for example), if 
soundly conceived and executed, should give substan- 
tially the same results. 
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Opinion Research,® is not a volume on 
sampling as such, although it contains 
chapters on securing the cross section 
and the size of the sample, and contains 
much material throughout which would 
aid the researcher in obtaining sounder 
sampling results (through the use of bet- 
ter interviewing methods, proper phras- 
ing of questions, and improved construc- 
tion of the questionnaire). The author al- 
so has a chapter on the validity and re- 
liability of sampling, with some excellent 
illustrative material. He is at his best in 
discussing such things as the details of 
questionnaire preparation, although the 
material on securing an adequate sample 
(covering only about 20 pages) is well 
worth reading. 

For marketing people, the book has 
the advantage of being concerned with 
preferences, rather than opinions. That 
is, it has to do with the use of sampling 
in determining consumers’ preferences 
for goods and services rather than its use 
in probing opinions on political issues 
and candidates. 

Radio Audience Measurement™ is a 
highly specialized treatment of sampling 
techniques. As indicated by the title, the 
primary purpose of the book is to an- 
alyze and evaluate the several sampling 
methods that may be utilized in study- 
ing radio listeners’ behavior.® That the 
authors have accomplished this purpose 
and have done it well there is no question 
whatsoever. 

Their conclusion that the coinciden- 
tal method, which relies on the “‘system- 


% Albert B. Blankenship, Consumer and Opinion 
Research (New York: Harper and Brothers, 1943, pp. x, 
238, $3.00.) 

% Matthew N. Chappell and C. E. Hooper, Radio 
Audience Measurement (New York: Stephen Daye, 1944, 
Pp. 246, $3.50). 

% A very brief (21 pages) but excellent analysis of 
the various methods also is contained in Lewis H. 
Avery and Charles H. Smith’s How to Measure Radio 
Audiences (National Association of Broadcasters, 
1943). 


atic” selection of respondents® is far 
superior to both the recall (part-day®’ as 
well as printed roster®*) and fixed sample 
types (mechanical recorder®® as well as 
diary), appears for the most part to be 
objectively arrived at and generally 
sound.” It probably is true that the re- 
sults of recall methods are somewhat un- 
reliable if only because of a reliance on 
the memory of respondents. It is likely 
also that fixed sample methods tend to 
be weak because a fixed or static group 
cannot adequately represent a dynamic 
universe,®? and because of biases which 
tend to result from consciousness by the 


% From telephone directories in 32 cities of “equal 
network opportunity”; that is, cities “in which all four 
networks have local representation.” 

87 An unaided memory method in which respondents 
are asked to report on their listening during several 
preceding hours. 

88 A method in which respondents are presented with 
a list of programs as a means of refreshing the memory 
and asked to indicate radio listening activities during 
some preceding period. 

89 See footnote 58, p. 331. 

% See footnote 59, p. 331. 

% The employment of randomness in the coincidental 
method takes care of the problem of representing in a 
sample with their proper weights the scores of factors 
(many of them unknown) that may have an important 
bearing on the determination of listening habits. 

% A special limitation of the recorder system is that 
no data are obtainable on the number of radio listeners 
(or indeed whether anyone is listening at all). This dis- 
advantage, however, may be offset to some extent by 
close contact with the cooperating family which makes 
possible obtaining additional data by direct interview. 
The Nielsen Company obtains data on brand prefer- 
ences by means of pantry surveys each time the record 
is collected, which may be correlated with listening to 
programs advertising the brands purchased. 

Chappell and Hooper are very critical of the Nielsen 
Audimeter system because of the smallness of the 
sample (800) utilized as a basis for rather minute 
breakdowns (by geographic area, income, etc.). Al- 
though there is no question about the absence of validity 
of many of the Nielsen findings at this time, this criti- 
cism is not fundamental since the number of homes 
sampled can be increased (and presumably will be 
when new recording devices are to be had) thus provid- 
ing a sound basis for income, geographic, size of family, 
and other types of breakdowns. In other words, much 
of the Nielsen radio analytical work at present should 
be viewed as experimental only and as such is to be 
commended. 
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members of such a group that they are 
under study.*% However, these limita- 
tions may be no more serious than that 
inherent in the coincidental method—re- 
liance on telephone-owner listeners to 
indicate the listening habits of a// listen- 
ers.™ 

The authors bring out most of the pros 
and cons in their discussions, however, 
and in the last chapter point out the ad- 
vantage of utilizing certain combinations 
of methods (coincidental with part-day 
recall for example) which complement 
one another and make for more com- 
pleteness of listener study results. The 
important fact might have been stressed, 
however, that complete listener habit in- 
formation is not required under all cir- 
cumstances, and that each type of device 
might best be utilized to obtain a par- 
ticular variety of information.™ 

The book contains two outstanding 
chapters (III and IV) on sampling theory 
which can be read with profit by any 
student of this field. An eleven-page 
glossary should prove helpful to the gen- 
eral reader. No one interested in the use 


% One very interesting study attempting to discover 
the extent of bias between panel and non-panel mem- 
bers was made by the Columbia Broadcasting System 
and reported in Paul F. Lazarsfeld and Frank Stanton’s 
Radio Research 1942-43, p. 432. In this they utilized 
the matched sample technique, comparing reactions 
of panel members with those of “voluntary” non-panel 
individuals as to preferences for certain CBS programs. 
The results showed that the little difference actually 
existing between the two groups was in the direction 
of a lower, not a higher degree of preference by the 
panel group than by the voluntary group. 

*% While the authors give figures (on pp. 73-76) pur- 
porting to show little difference between the listening 
habits of those owning telephones and those not owning 
telephones, these data are in conflict to some extent 
with those given elsewhere. For example, see the figures 
given by Frank Stanton (op. cit., p. 157), which would 
seem to indicate a rather material difference. 

% The coincidental method probably is unbeatable 
for obtaining quick and fairly accurate information at 
low cost on the per cent listening to particular programs. 
The panel method, on the other hand, offers tremendous 
opportunities for obtaining detailed information on 
listening and non-listening habits of various members 
of different sizes and types of family units. 


of sampling in radio research should miss 
reading this excellent book. 

Two “series” publications in the radio 
field also are worthy of note. 

1. Lazarsfeld and Stanton’s second 
book in a radio research series® should 
be extremely interesting to students of 
preference studies and sampling. Parts of 
two sections are of particular (but not 
exclusive) interest to researchers: (a) the 
subsection on the workings and results 
of what the authors call the Program 
Analyzer (a listener jury device by 
means of which detailed criticisms of par- 
ticular programs are derived®’), and (b) 
an exposition of the CBS Forecast Pan- 
els (by means of which programs are 
prejudged and on the basis of which the 
network program plans for next season 
may be made). 

The Program Analyzer (composed of 
a very small group) is particularly valu- 
able as a device for establishing hypo- 
theses which may be subjected to more 
extensive later study with a larger and 
more representative group. On the other 
hand, the Forecast Panel (composed of 
several hundred families) may be utilized 
for giving a more or less precise measure- 
ment of the general acceptability of the 
program, but with much less information 
on program details. 

2. Ohio State University’s latest edi- 
tion (the 14th) of Education on the Air® 
contains some extremely valuable ma- 
terial for students of sampling. For 
example, there is an article in the Re- 
search Section (Section IV) on interview, 


% Paul F. Lazarsfeld, and Frank Stanton, Radio Re- 
search 1942-43 (New York: Duell, Sloan and Pearce, 
PP. 599, $5.00). 

97 By means of a button arrangement which allows 
the subject to register approval or disapproval of pro- 
gram details while the program is in progress. Subse- 
quently, subjects are interviewed at length as to the 
reasons for registered likes and dislikes. 

% Josephine H. MacLatchy, Editor, Education on the 
Air-1943 (Columbus, Ohio: Ohio State University 
Press, 1944, Pp. Vill, 392, $3.00). 
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mail and telephone surveys, and (of out- 
standing interest) one on the CBS List- 
ener Diary Study. This latter was a de- 
tailed study of several hundred repre- 
sentative families® in relation to 96 pos- 
sible quarter hours of listening time each 
day for one week. The findings include 
material on audience composition and 
turnover, station loyalty, as well as list- 
ening habits in relation to specific pro- 
grams. 

The method seems to have tremend- 
ous possibilities for obtaining all kinds of 
information on listening (and non-listen- 
ing) habits of family units as well as of 
individual members of a family. Analyses 
of behavior may of course be made by 
family size, by income class, by type of 
community, etc. Each of the papers in 
Education on the Air has been prepared 
by a specialist in a particular field. 


Periodical Literature on Sampling. 


In addition to the books there are in- 
numerable articles on the many phases 
of sampling. It is no exaggeration to state 
that one could easily find a hundred or 
more worthwhile articles published with- 
in the past five years on various phases of 
statistical sampling. It is likely that one 
would have found but a fraction of that 
number in the previous five-year period. 

Some of these articles are technical 
and at times highly abstract treatments 
of some phase of statistical theory and 
are mainly for those having an interest in 
statistical theory per se. Among the 
journals carrying such articles are The 
Annals of Mathematical Statistics (the 
official journal of the Institute of Mathe- 
matical Statistics), The Fournal of the 


% Cooperators were pre-classified according to income 
group and family size and allocated over the counties 
to be covered “in direct proportion to urban, village, 
and farm radio homes in this area, according to popula- 
tion concentration by counties.” —Jdid., p. 336. 


Royal Statistical Society, and The fournal 
of the American Statistical Association. 
Subjects covered in such journals in- 
clude the efficiency of various sample 
sizes and of particular types of sampling 
designs. The articles in The Fournal of the 
American Statistical Association are of a 
less highly theoretical nature than those 
in the others; many of these should prove 
of immediate value to the marketing re- 
searcher interested in sampling tech- 
niques.!©° Samplers in the marketing field 
should not overlook even the more tech- 
nical journals. 

However, the most helpful articles 
from the point of view of the marketing 
student are perhaps to be found else- 
where. While sampling is by naturea 
mathematical-statistical device and is 
discussed as such in their own journals 
by mathematical statisticians, it is alsoa 
research tool utilized by economists, psy- 
chologists, public relations students, so- 
ciologists and others, and thus is a sub- 
ject of discussion in the scientific pro- 
fessional journals representing these 
fields. 

The Public Opinion Quarterly probably 
is the most prolific source of articles on 
sampling problems;!™ in addition it in- 
cludes in each issue a compilation of the 
results of the latest Gallup and Fortune 
polls. Other journals in which worthwhile 
articles on sampling appear from time to 
time are The Fournal of Applied Psychol- 
ogy, the Fournal of Consulting Psychology, 
The Fournal of Social Psychology, Social 
Forces, and Sociometry. Articles in the 
aforementioned journals cover such di- 
verse but important topics as the word- 

100 One such is Elmo Roper’s excellent “Sampling 
Public Opinion,” The Journal of the American Statistical 
Association, Vol. 35, No. 210, June, 1940, p. 325. 

12 One of the best on the principles of scientific 
sampling is S. S. Wilks, “Representative Sampling and 


Poll Reliability,” Pudlic Opinion Quarterly, Volume 4, 
No. 2, June, 1940, pp. 261-269. 
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ing of questions, interviewing techniques, 
pre-testing questionnaires, various types 
of biases, the nature of the “panel,” poll 
accuracy and reliability, classification by 
economic status, and the like. 

The Harvard Business Review Market 
Research, and our own JOURNAL OF MAR- 
KETING Offer a limited number of articles 
that are tied somewhat more closely to 
the marketing man’s field of interest. 
There should be more of these, particu- 
larly reports by marketing researchers 
(both pure and commercial) on the con- 
struction and use of any new sampling 
designs which have been devised for 
some particular purpose. 

Articles on sampling methods appear- 
ing in the various journals are becoming 
so numerous and the technique is so im- 
portant to marketing that the author is 
taking this opportunity to propose that 
the JOURNAL OF MARKETING (1) add a sec- 
tion called Sampling and Sampling Tech- 
niques in its Gepartment on “Research in 
Marketing...” and (2) canvass the 
periodicals mentioned above (and any 
others that might occur to the editor) 
regularly, abstracting the articles on 
sampling appearing therein, and publish 
the results in the new section. It is the 
author’s opinion that the effort expended 
would be repaid a hundredfold by the 
results derived. Sound sampling tech- 


102 One of the very best of the expository articles on 
sampling methods is Theodore H. Brown’s “Scientific 
Sampling in Business,” Harvard Business Review, Vol. 
XX, No. 3, Spring Number, 1942, pp. 358-368. 


niques are that important to the field of 
marketing. 


SUMMARY AND CONCLUSIONS 


. The pioneering stage in the study of 
anibiten where very little was known 
and thus where any kind of material was 
useful is a thing of the past. The particu- 
lar need in marketing today is for ma- 
terial which will give us more accurate 
pictures of the many phases of the sub- 
ject about which something already is 
known. 

2. Sound conclusions may be drawn 
from relatively small amounts of data if 
care is taken to adhere to certain sam- 
pling principles. Much is now known 
about the requirements necessary to se- 
cure sound results from sampling, and a 
great deal is being learned every day. 

3. Much of what is known has been 
written up for all to read, and it behooves 
marketing people to consider such infor- 
mation carefully and put it to use so that 
more reliance can be placed on the results 
of future research efforts. 

4. Slavish adherence to simple sam- 
pling designs already devised for other 
purposes is not enough to expect from re- 
searchers in the marketing field. Rather, 
more and more new designs created for 
particular purposes should develop out 
of this very fertile field; and where pos- 
sible the results of these researches 
should be presented to the students of 
marketing through the medium of THE 
JOURNAL OF MARKETING. 








MARKET RESEARCH AS A PRACTICAL HELP 
IN RECONVERSION PROBLEMS 


ARTHUR P. HIROSE 


Eprror’s Nore: The late Arthur Pierson Hirose set 
forth in the following article several important ways in 
which market research can aid in reconversion. 


ARKET RESEARCH has an opportun- 
M ity to do at least four important 
jobs in reconversion. These are: (a) to 
select new products or new versions of 
old products for the production men to 
produce; (b) to determine the new poten- 
tial markets for these products; (c) to 
determine how, most efficiently, these 
products can be distributed and sold to 
these markets; (d) to determine new 
sales territories and to correlate sales 
promotion and advertising efforts. 


DEcISIONS ON BRAND NEw Propwcts 


During this war, most manufacturers 
have had to please just one customer— 
Uncle Sam—who was nice enough to say 
just what new products he wanted and 
give the plant complete specifications for 
these products: construction, color of 
finish, packaging. If those specifications 
were met, the market was assured. 

As part of their reconversion planning, 
many manufacturers are now trying to 
decide whether or not to go into entirely 
new fields, foreign to their prewar line, 
and bring out brand new products to 
please not just one customer but mil- 
lions. Before the war only one out of 
every three new products was a success. 
Some poor products, it is true, were sold 
in quantities, backed by heavy sales ef- 
fort, promotion and advertising. But 
neither producer nor buyer benefits from 
such an operation. 

Objective market research can be of 
invaluable help in deciding whether a 
firm should make and sell an entirely new 


342 


product. Either a sympathetic outsider 
or impartial members of the firm’s own 
organization should gather and analyze 
facts and figures on the following sub- 
jects: 

1. The manufacturing facilities com- 
pared with those of competition. Under 
this heading are included studies of the 
machinery and plant facilities the firm 
possesses or can secure, contrasted with 
those of potential competitors. Studies of 
relative availability of materials are nec- 
essary. Research into the availability of 
an appropriate /abor supply is essential. 
Facilities for transportation of raw ma- 
terials and parts into the plant and the 
shipping of finished products out from 
the factory need careful study. In all of 
this research work it will be necessary to 
take into consideration, as affecting the 
company and its probable competitors, 
not only conditions that applied before 
the war and during the war but any new 
factors that will be present after the war. 

2. The sales organization compared 
with those of competition. In considering 
a brand new product for postwar sales, 
objective research must be done, con- 
trasting the firm’s existing sales organi- 
zation, or one that could be built up, 
with those of companies that have been 
in the field a longer time. Have the firm’s 
sales representatives the necessary tech- 
nical knowledge to handle the new prod- 
uct? Do they now call on distributors or 
users of this class of product? Can they 
handle the proposed new product in ad- 
dition to the prewar line or will an en- 
tirely new group of sales representatives 
be needed? 

3. The distribution facilities compared 
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with those of competition. Research is 
needed to find out how the outlets or 
buyers through which the company was 
selling in prewar days differ, if at all, 
from the outlets or buyers of the pro- 
posed new product. Can the company’s 
present reputation be helpful in selling 
the new product or must a reputation be 
built up from scratch in entirely new 
distribution channels? Specifically, if it 
has been selling a product to industrial 
plants and decides to make a consumer 
goods product, it will have to tap new 
distribution channels among retailers 
and wholesalers. 

4. To buy or to build? Market re- 
search can help make one important de- 
cision, should other facts point to the 
wisdom of branching out with a line of 
products new to the firm’s prewar opera- 
tions. This is the choice of electing to 
enter the new field, from the ground up, 
or buying a going concern in the new field 
and thus acquiring an established trade 
name and existing trade outlets or dis- 
tribution channels. 

5. Market research can guard a com- 
pany against the most insidious new prod- 
uct disease: the “‘greener pastures” dis- 
ease. These are days of excitement and 
emotional feelings about markets after 
the war. There is talk of the big potential 
markets in plastics, in household appli- 
ances, in radio and electronics, in the 
field of synthetic fabrics, in the food 
field, in packaged drug products, and in 
the prefabricated home field. To many a 
manufacturer, the other fellows’ pastures 
look a lot greener than his own. Market 
research can give the sober factual analy- 
sis that will indicate whether or not a 
company should enter new fields. 

Three cases come to mind where mar- 
ket research would have prevented new 
product mistakes. One is that of a vege- 
table canner who expanded his line by 
entering a highly competitive market 


with a beverage which was never an out- 
standing success. Market research at the 
time probably would have shown that a 
canned vegetable soup would have been 
a better new product to introduce. The 
second is that of a company selling a low- 
priced line of household necessities. This 
manufacturer, without market research, 
brought out a specialty selling for well 
over $100 that could not be successfully 
sold by the existing field organization. A 
third case where market research would 
have prevented a costly new product 
mistake is that of a firm selling special- 
ized machinery on a custom-built basis 
to a limited number of large companies. 
This firm attempted, without success, to 
bring out and market a_ household 
clothes washer at a time when it had no 
consumer goods sales organization and 
no contacts with any retail stores. 


Propucts, New or OLp 


Whether one is thinking of bringing 
out a brand new product in a field for- 
eign to his prewar activities or merely 
considering new or revised models of 
older products, market research can help 
in several ways. 

1. The kind of products consumers or 
users want and need. No one is so enthus- 
iastic as an inventor or designer. We 
have learned to temper the enthusiasm 
these men have for their new products. 
And yet a surprisingly large number of 
manufacturers do not yet make ade- 
quate surveys to find out what prospects 
or consumers want, will accept, and will 
pay for in the way of new products. 

A large number of manufacturers are 
now using market research in personal 
calls on prospects or in mail surveys to 
find out what products prospects want— 
or would want—if the products were 
made available. General Electric, Norge, 
Crane, Montgomery-Ward are just a few 
of the manufacturers which are covering 








344 


THE JOURNAL OF MARKETING 





every phase of new product development 
by surveys among prospective users. In 
the industrial field, there are makers of 
safety switches, air conditioning equip- 
ment, lighting fixtures, and a host of new 
products and revised old products who 
are doing similar work. 

It is important to get in touch with the 
right kind of prospects, an adequate 
number, and a representative group. One 
who is planning on bringing out an item 
for the low-income market, would not 
interview the wives of his friends at the 
country club. He would not place any 
faith in studies conducted among too few 
people. At the same time he would recall 
the fiasco of the late Literary Digest presi- 
dential poll of 1932 and make sure the 
new-product opinions received are not 
only adequate in number, but represent- 
ative as well. 

Many of the surveys being made to de- 
termine the acceptability of proposed 
new products are ingenious in their use 
of pictures and diagrams, as well as in 
the thoroughness with which they probe 
for suggestions and comments from users 
and suppliers. 

2. What kind of products do dealers or 
suppliers want to sell? While surveys 
among prospective users of new products 
are important, so also are surveys among 
the dealers, wholesalers, or suppliers who 
will have to sell these new products. 

Recently we compared two studies on 
gas ranges. One study had been made 
with housewives or prospective users and 
the other with retailers or prospective 
sellers. The correlation between what the 
housewives and the retailers wanted in a 
postwar range was, in most instances, 
high. The manufacturer could go ahead 
on the color of his ranges, the number of 
burners, their arrangement, the location 
of the oven, and the type of the range’s 
storage space, confident that both deal- 
ers and users would be satisfied. 


But interestingly enough, housewives 
and dealers were poles apart on several 
phases of range design. Few housewives 
but many dealers voted for top covers to 
conceal the burners on the gas range 
when not in use. Dealers underestimated 
consumer demand for glass windows in 
the doors of range ovens. Housewives 
and dealers disagreed radically on the 
type and location of the broiler in the 
postwar range. Here is a case where 
market research on new or revised pro- 
ducts helps educate retailers on what 
their prospects actually want—not what 
retailers think consumers want. Such 
studies with both users and suppliers will 
furnish ammunition for better salesmen’s 
presentations and also supply competi- 
tive data for advertising campaigns. 

Surveys to find out what both custom- 
ers and suppliers expect in products after 
the war are particularly necessary be- 
cause of a curious condition now preva- 
lent. Many manufacturers insist that, in 
their own particular industry, product 
changes will be evolutionary rather than 
revolutionary; yet they talk somewhat 
breathlessly about the radical product 
changes that will come in other indus- 
tries. Is this consistent? Certainly mar- 
ket research surveys are necessary to 
each company to find out exactly what 
its customers and suppliers are expecting 
in the way of product improvements— 
radical or otherwise—and how soon after 
the war they expect such product changes. 

The needs and desires of users and 
dealers or suppliers, as to new products, 
should be found out defore a new product 
is brought out; not afterwards. In the 
light of wartime experience in making 
things last longer than the manufacturer 
had intended, one area of profitable mar- 
ket research will probably be surveys 
among repair men as to what parts of 
prewar products have developed weak- 
nesses, so that these points of weakness 
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can be eliminated in postwar products. 

3. Trade name considerations. Market 
research can help select a good trade 
name for a new product—a name that is 
rememberable, easily recognized, easily 
pronounced, easily spelled, and descrip- 
tive of the product. There is at least one 
brand of chocolates and one brand of 
sheets and pillow cases which might 
possibly have been different had studies 
been made of the pronounceability of 
their trade names. 

4. Packaging problems involved in 
new products can be solved with the aid 
of market research methods. Research 
by trained investigators recently re- 
vealed that women would like pouring 
spouts on pepper cans, as well as on salt 
cartons; that they would like replaceable 
air-tight covers on packages of such 
products as raisins, dates, and marshmal- 
lows where often the contents of the 
package are not all used up at one time. 
Similar studies showed that women would 
like face powder packaged in containers 
that prevent spilling on dressing tables. 

Packaging research is especially worth 
while because of new conditions such as 
the increase in self-service selling, the 
number of customers who before the war 
brought largely bulk products, and the 
fact that wartime package substitutes 
have made consumers more package 
conscious. 

Research will probably uncover the 
fact that in new postwar homes, where 
kitchens and dining rooms will fre- 
quently be combined into one dual-pur- 
pose room, packages will be more on 
display. It will probably indicate the 
wisdom of a spice manufacturer packag- 
ing all his various products in containers 
with a common, decorative motif. 

5. Prices, discounts, and margins. Here 
is a fertile field for market research in 
connection with new products or revised 
old products in the postwar period. Com- 


petition must be studied, also the desires 
of consumers and suppliers. The ques- 
tions of postwar incomes, taxation rates, 
and instalment terms must also be an- 
alyzed. For example, in a study of prices, 
one manufacturer found that before the 
war the trade-in allowances granted by 
his dealers varied so widely that his es- 
tablished list price schedule was prac- 
tically meaningless. 

Discounts and margins need careful 
study in the light of postwar determina- 
tion to cut the cost of distribution. 
Lowered distribution expenses must be 
balanced with the requirements of the 
selling job that retailers of suppliers will 
have to do with a new product sold com- 
petitively. 

Price, discount, and margin research 
may, for example, aid the management 
of a small company to:decide to offer a 
new product only in a high-priced line, 
leaving to larger companies the compe- 
tition in the low-priced field. 

Market research can help select new 
products or new models for old products 
and thus help reconversion by giving the 
production people something to make. 
But it isn’t enough to select products to 
produce. The production people will want 
to know whether the firm can expect to 
sell hundreds or millions of the products. 


New PorentTIAL MARKET FOR Propucts 


Exhaustive market research should be 
used to determine the probable market 
for any proposed new product in such 
terms as saturation figures, past sales, 
sales potentials, replacement rate, buy- 
ing habits, and so on. It can supply the 
answer to such important questions as: 
“How often would the product be bought? 
How often would the new productjbe 
used ?” 

Research can be as helpful¥in*deter- 
mining the new potential markets for old 
products. Here are a few case histories. 
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Automobile glass is not a new product 
and the producers knew that there was a 
fair replacement market for auto glass— 
windshields and windows. But market 
research has disclosed a changed poten- 
tial replacement market. In the old days 
cars were traded in long before the wind- 
shield and the windows broke or sepa- 
rated. Eventually the old car was bought 
for $20 by some one who did not care 
whether the car had windshield or wind- 
ows. This has all been changed by the 
war. People who care about windshield 
or windows now have cars they will have 
to keep for many months. Market re- 
search for one glass company disclosed 
that there is now not a small replacement 
market for auto glass but one of over 150 
million dollars! Market research can 
show the mew potential markets for other 
old products. 

Diesel engines are not new products. 
For'years their makers have known in a 
general way what their major fields or 
markets were, and a recent study by an 
advertising agency showed the potential 
markets in those major fields—some 12 
or 14. But the manufacturer was es- 
pecially impressed by the new potential 
markets revealed in just two fields. One 
is Diesel engines for pumping in oil pipe 
lines. The manufacturer had not realized 
that, during the war, mile after mile of 
new oil lines have been built. The oil in 
the pipes has to be pumped along. How 
better to do this than with diesel engine 
pumps using the same crude oil that 
comes through the pipes? The second 
field is the market opportunity in con- 
verting cargo ships built during the war. 
These “Victory” and other model 
freighters are for the most part steam- 
driven. Diesel engines put into these 
hulls will give more speed, more operat- 
ing economy, and more cargo space. It 
pays to use market research to review 
the new potential markets for old prod- 


ucts because markets are always chang- 
ing. Wartime changes in production 
methods will revise the markets for 
many items sold to mills and factories. 


How Propucts Can BE Dis- 
TRIBUTED AND SOLD TO 
THEIR MARKETS 


General sales policies and methods of 
distribution for each manufacturer, 
wholesaler, and retailer will need to be 
re-analyzed as a part of reconversion. 
The war has disrupted many trades. In 
some cases there has been high mortality 
of dealers or wholesalers. In other trades 
and industries buying habits have been 
changed. 

Before setting new sales policies for 
any reconversion manufacturers will 
need research to analyze such possible 
distribution shifts as these: an increase 
in the nunber of retail outlets, a rise in 
factory-owned retail stores, a shift in 
wholesalers, an increase in department 
store suburban branches, a_ possible 
growth in roadside retail outlets, a re- 
birth of specialty dealers selling by 
house-to-house methods, the rise of the 
“one-stop” stores, growth in consumer 
co-operatives, and new chain-store and 
mail-order activities. 

Which of these outlets shall a manu- 
facturer use after the war? Market re- 
search is the only way to evaluate the 
role that each type of distribution should 
play in each manufacturer’s general sales 
policies. Similarly, in the industrial goods 
field, reconversion will require new dis- 
tribution decisions in which market re- 
search can help. 


New SALES TERRITORIES AND CoRRELA- 
LATION OF SALES PROMOTION 
AND ADVERTISING 


In reconversion many a manufacturer 
will find that certain of his former local 
or individual markets have changed be- 
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yond recognition. Among the factors re- 
sulting from the war that will affect 
markets will be changes in age groups 
and income levels, shifts in the distribu- 
tion of the sexes, further population 
shifts, a decentralization of population, 
a growth in newer, smaller communities, 
changes in location of dealers and dis- 
tributors, and changes in the location 
and relative value of industrial markets. 

Age groups. Those who have been ac- 
customed to selling products having spe- 
cial appeal to younger people or to older 
people will find market research neces- 
sary because after the war age distribu- 
tion in our population will be changed. 

The past three years have seen a signi- 
ficant increase in the number of mar- 
riages and births. But as more of our 
young people are in armed forces abroad, 
declines are being registered. Further- 
more, war casualties are largely among 
young people. This will mean that after 
the war America will have more older 
people and fewer children and young 
people. Market research can help the 
enterpriser evaluate these changes in 
terms of his own products. 

Income levels. The war has cut down 
the numbers of the rich and moved mil- 
lions of low-income families into the 
middle-income group. But what will 
happen to incomes when the war is over? 
Will incomes decline? If so, to what ex- 
tent? There will probably be fewer jobs 
paying as much as today’s highly paid 
war jobs. Among wage earning families 
there will probably be fewer members of 
the family employed. 

It is probable that there will be a 
change in the whole market for consumer 
goods, with a reduction in merchandise 
for the luxury market, an increase in 
utility-type goods for the middle classes, 
and less call for the cheapest, shoddiest 
products. But to what extent will new 
income levels affect each local market? 


Market research seems indicated here. 

Distribution of the sexes. War has in- 
creased the numerical advantage women 
have over men. Market research will 
probably develop in detail the fact that 
women will be more important buyers, 
when the war is over, in terms of all con- 
sumer goods. Certainly the manufac- 
turer who in the past has marketed his 
products to either men or women or both 
sexes, needs market research to see how 
the postwar distribution and rank of the 
sexes will affect his business. 

Population shifts. The war has 
brought with it a migration of popula- 
tion never before experienced in the na- 
tion. An estimated three million workers, 
some with their families, have moved 
from their former homes to locations 
near war industries. When reconversion 
starts population will shift again, but 
not necessarily back to prewar loca- 
tions. 

Decentralization of population is anti- 
cipated, based largely on the location of 
newer, more efficient factories. Some of 
the older cities are not expected to main- 
tain their rate of population growth be- 
cause they contain the older multi-storied 
factories where efficient, straight-line 
economical production is not possible. 

The newer one-storied factories, large- 
ly in smaller communities, have the faci- 
lities for straight-line economical pro- 
duction, possess ample grounds for the 
parking of employees’ cars and, most 
important of all, have nearby cheap land 
on which adequate houses for workers 
can be built. 

New, small communities. It is therefore 
the newer, smaller communities which 
are expected to experience the postwar 
population growths. These newer, small- 
er communities will change the distribu- 
tion picture considerably. Obviously, 
too, industrial markets will shift in loca- 
tion from the prewar pattern, just as 








348 


THE JOURNAL OF MARKETING 





their rank in importance will shift. The 
Census Bureau and other governmental 
agencies are constantly releasing studies 
that will assist the manufacturer in plan- 
ning for his postwar markets. 

Shifting industrial markets. The manu- 
facturer of industrial products—goods 
sold to industry—needs the assistance 
of market research to perhaps an even 
greater extent for the postwar period 
than does the maker of consumer goods. 
The war has not only shifted and en- 
larged many industries, but has also 
given rise to a large number of brand 
new industries and plants. Some of these 
plants will lose their importance when 
the war is over. Others will grow to new 
importance. 

Market research can aid the seller of 
industrial. goods to re-appraise his mar- 
kets nationally and also on an area or 
local basis. Here the studies being made 
by industrial publications can be of con- 
siderable help. 

One example of how market research 
is helping a manufacturer in evaluating 
his new sales territories is the following. 
The Edison General Electric Appliance 
Company sells, among other products, 
electric ranges. Before these ranges can 
be installed certain requirements must 
be met. First, the home must have elec- 
tricity. Second, there should be an elec- 
tric cookery rate available to the home, 
since a range uses considerable electric- 
ity. Third, the cost of installation must 
be moderate, since a range, except in 
some adequately wired homes, needs spe- 
cial wiring before it can be used. Fourth, 
the home must be occupied by people 
with adequate income, because the 
average electric range costs more than 
the average cooking stove employing 
other fuels. Fifth, there must be near by 
some store or outlet that will sell the 
range to the home, and since electric 


ranges are not a staple, retailing them 
calls for some specialized ability. 

By market research the Edison Gen- 
eral Electric Appliance Company has 
learned, territory by territory, the num- 
ber of families, the number with electric 
services, the number to whom electric 
cookery rates are available, the range 
wiring cost situation, the income levels, 
the retailer situation as well as satura- 
tion and sales statistics. With this in- 
formation available, this company can 
more easily set up sales territories, estab- 
lish sales quotas, and properly co- 
ordinate sales promotion and advertising 
activities. Similar market surveys are 
being conducted by other firms. 

To shift to other fields, it is obvious 
that market research must be depended 
on for studies of local markets and the 
proper correlation of promotion and ad- 
vertising efforts to sales representation. 
For instance a liquor company will be 
unwise to spend large sums in sales pro- 
motion in those regions where church 
attendance is usually high or where the 
WCTU is inordinately active. Similarly, 
a coffee company ought not to try to 
peddle a light blend of coffee in a city 
like New Orleans where a heavier roast 
has traditionally been preferred. 

The postwar period will see the intro- 
duction of many new automatic clothes 
washing machines for home use. Market 
research can help manufacturers evalu- 
ate their local markets in terms of those 
with cheap household labor, like the 
South. It can help them map the hard 
water districts where special laundering 
problems are likely to be encountered. 
Likewise, the maker of a new indoor 
clothes drying machine can use market 
research to identify those localities where 
soot and smoke are most prevalent and 
where extra advertising and sales promo- 
tion would be fruitful. 
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In the competitive struggle that jis 
bound to prevail when reconversion 
starts, the manufacturer who through 
market research builds up the best col- 
lection of usable facts on the local, spe- 
cialized habits and geographical cus- 
toms of each of his individual markets 
will be in a better position to sell and 
advertise effectively. 


Market RESEARCH IS A CONTINUING 
OPERATION 


Market research is no occult mystery. 
Instead it is common sense in fact find- 
ing—getting all the facts to aid manage- 
ment and sales management in making 
decisions. On the other hand, it is work 
that has developed techniques and meth- 
ods best handled by trained workers, in- 
stead of amateurs. It is not a job to be 
turned over to most manufacturers’ 


salesmen to be tossed off in their odd 
moments. 

Above all, market research is not a 
one-time, one-shot operation. No one is 
worse off than the manufacturer who, 
having made one product or market re- 
search study for the reconversion period, 
thinks he has the answers for all time. 

Market research must be a continuing 
operation to help develop new sources of 
profit by discovering new markets and 
new products. As a continuing operation 
it is insurance against unanticipated 
changes that might make a product or an 
industry obsolete. It will breed confi- 
dence in a company’s organization to 
know that not guesses and hunches, but 
continuous, intelligent market research 
is helping management make the right 
decisions on products, packaging, mar- 
keting, sales promotion, and advertising. 











MARKETING ASPECTS OF POSTWAR 
SMALL BUSINESS 


QUINCY ADAMS 


Economic Services, Inc. 


Eprror’s Note: The author who is Director of the 
Marketing Division, Economic Services, Inc., shows how 
small firms without market research departments may plan 
for postwar marketing. 


S THE principal war problem was 
production, the principal postwar 
problem will be distribution. Both large 
business and small will have postwar 
marketing problems. One that is peculiar 
to small business is lack of familiarity 
with the kinds of results attainable 
through market research and consequent 
lack of personnel specializing in that 
activity. 


Wuar 1s SMALL BusIneEss? 


For statistical purposes only, the 
Department of Commerce has adopted 
this definition of small business: (a) 
manufacturing plants with 100 employ- 
ees, or fewer; (b) wholesale concerns with 
$200,000 annual net sales, or less; (c) re- 
tail or service establishments with an- 
nual net sales of $50,000, or less. 
Applying 1939 Census data to this defi- 
nition, we find that 92 per cent of all 
concerns are small business. These small 
firms employ about 45 per cent of the 
total personnel and produce about 34 
per cent of the value of output and serv- 
ices. 

It is well to bear in mind that the fore- 
going definition is purely a working con- 
cept. In some lines, such as the heavy 
metals, there are many plants, generally 
regarded as small, which employ more 
than 100 persons. By the same token, 
wholesalers doing in the neighborhood of 
$200,000 in certain drug, chemical and 
paint specialty lines might be considered 
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large. Each individual situation, in fact, 
requires evaluation in terms of specific 
characteristics and data requirements. 

Since 1939 the structure of the busi- 
ness population has altered materially. 
As of the end of that year there were 214, 
500 manufacturers, 143,800 wholesalers, 
and 1,588,700 retailers, according to the 
Department of Commerce estimates. 
Four years of defense and war activity 
resulted in a small gain of about 13,000 
manufacturers. In the same period, mer- 
chandise became short and labor hard to 
get; personnel was needed in the services 
and war factories. By the end of 1943 
there were 114,000 wholesalers—a de- 
cline of 30,000 concerns, and 1,324,700 
retailers—a decline of 264,000 concerns. 
Over 98 per cent of these concerns were 
small by the definition previously used. 
The net decrease of 21 per cent in whole- 
sale establishments and 17 per cent in re- 
tail concerns speaks eloquently of the 
war’s impact on marketing organiza- 
tions. 


LarGE BusINEss AND MARKET 
RESEARCH 


Some manufacturers on war produc- 
tion have been able to consider postwar 
problems. Many have maintained lab- 
oratories for experimentation with prod- 
ucts to be made after the completion of 
war contracts. Ways have been sought 
for improving the old line. In addition, 
the possibilities of new products have 
been studied. Attention has been given 
both to new items related to the old line 
and to new, wholly unrelated items. 
Much of this work has been sufficiently 
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exhaustive so that basic production 
problems are solved. Item by item, 
schedules have been developed in which 
fundamental questions of materials, 
mechanics, labor and costs have been de- 
fined for various levels of output. Thus 
some manufacturers have a reasonably 
clear idea of the physical and financial 
requirements of the items they plan to 
make. 

How are these items to be marketed? 
The approach of the large manufacturer 
is clear. His market research department 
makes a complete market study, by 
product and territory, and analyzes, in 
considerable detail, the many factors 
bearing significantly upon the issue. This 
department may utilize a great mass of 
marketing data and may employ statis- 
tical techniques based upon advanced 
mathematical theory. The final report, 
with answers and conclusions, may be an 
attractive example of literary and 
graphic presentation. Continuing studies 
may be inaugurated to develop current 
data and check trends in specific phases 
of the marketing program. 


SMALL Business Is AT A 
DISADVANTAGE 


In market planning the smaller manu- 
facturer is at a disadvantage. Tens of 
thousands of him have never employed 
market research technicians. Relatively 
few are even aware of the connotations 
of the term “market research”’ as it is 
not a subject to which they have ever 
given any great thought. The reason is 
not far to seek. 

Sales and distribution have tended to 
follow traditional patterns for the smaller 
concern. A sales force was usually main- 
tained, charged with obtaining business 
from existing customers and with devel- 
oping new business. A primary objective 
was to outsell competition. Stimuli 


aimed at achieving that end were various 
types of incentive and quota plans. Ac- 
tivities were conducted in accordance 
with rather sharply defined trade rela- 
tionships. There were certain types of 
concern upon whom the salesmen called. 
They might properly visit large service 
wholesalers and department stores. They 
could not visit smaller wholesalers nor 
larger retailers—these concerns repre- 
sented the territory of the large service 
wholesalers. 

Thus in the past, trade relationships 
in distribution have tended to groove 
deeply, and harden, from simple human 
inertia. Friendship of the head of the 
house with particular dealers might have 
prevented realistic appraisal of the rela- 
tive merits of alternative plans of mar- 
keting. Concentration upon the immedi- 
ate monthly or quarterly sales goals by a 
sales manager—often the only official 
with sales responsibility—-might have 
militated against effective consideration 
of new markets and ways of developing 
them. 

But today to the smaller concern fac- 
ing contract termination, the need for 
market research is real—and pressing. 
Either a line of goods must be sold com- 
mercially or the firm must wind up its 
affairs. Even though personnel be short 
and procedures unfamiliar, it behooves 
small business management to undertake 
its own market reseach as soon as possi- 


ble. 


SourcEs OF INFORMATION FOR 
SMALL BuSINESS 


One case is the manufacturer who at 
one time made and sold certain civilian 
products. He plans to produce the same 
line. But before starting operations he 
must have certain essential information. 
It would be well for him to contact all of 
his old dealers and jobbers who are still 
in business. They could tell him: 
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1. Whether the old line is still accept- 
able to the trade. 

2. Whether style and taste changes 
dictate any re-designing of product; 
addition or contraction of number 
of items. 

3. Whether the trade would expect the 
old pricing and discount scale or 
whether these should be reviewed. 

4. Whether certain new supplemen- 
tary items might be worth consid- 
ering. 


So much for a preliminary trade check. 
What is to be the shape of competition? 
Perhaps the dealers could also give some 
clues as to the numbers of concerns 
likely to be in his business in postwar. 
Some information can also be obtained 
from the better trade papers and trade 
associations. 

Most states today have a body op- 
erating under some such designation as 
“State Planning Commission.” Many 
municipalities have them as well. De- 
tailed reports are published which show 
the business of the area: the lines pro- 
duced by manufacturers and handled by 
dealers. Usually these publications are 
free for the asking and can be obtained 
by addressing the State Planning Com- 
mission, State House, at the capital city, 
or the City Planning Commission at the 
Municipal Building of the City. Often 
the reports go into the details of expendi- 
ture programs which give valuable clues 
as to future markets for particular 
products. 

Chambers of Commerce in the areas 
in which the manufacturer is interested 
will try to answer his specific marketing 
questions as will the field offices of the 
U. S. Department of Commerce. All of 
this service is without charge. From 
Commerce also may be obtained many 
useful Census releases on the distribution 
of manufacturing, wholesale, and retail 


operations for prewar years and pre- 
liminary studies of postwar population 
trends—signposts as to just where the 
postwar customer is likely to be. The 
Department of the Treasury in Washing- 
ton also has tabulations on the distribu- 
tion of savings by income groups which 
indicate how many customers will have 
how much to spend. As with all govern- 
ment releases, these too are free. 

If our manufacturer has followed 
these lines of inquiry, he has done his 
own practical market research and laid a 
foundation for his sales planning. He has 
checked with the trade on the most ac- 
ceptable type of products. This has 
given him opportunity of lining up inter- 
ested wholesalers. He has accumulated 
over-all information from government 
organizations, state and city planning 
groups and trade organizations which 
give him the feel of the market by re- 
gions and some indication as to the best 
regional and customer markets to aim 
at. Significantly, all this can be done at 
little expense but the dividends may 
well be substantial. This operation of 
preliminary planning for the civilian 
market D-day involves contacts with 
many groups and individuals and, be- 
sides producing the information origi- 
nally requested, may well produce ideas 
and suggestions, not previously consid- 
ered, which can be turned to good ac- 
count. 


SPECIAL CASES 


Another case is the manufacturer who 
never before sold anything commercially, 
having come into existence on war work 
and never having done anything else. 
He cannot contact his old dealers, ob- 
viously. But he can decide the territories 
in which he wants to sell the product he 
has been thinking about. Through the 
Chambers, planning groups, associa- 
tions, trade directories and telephone 
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directories he can build up for himself a 
list of wholesalers and dealers with whom 
to discuss the commercial possibilities 
of his product. He may get the consensus 
that it is worthless and that he had bet- 
ter think up another one. The reactions 
may indicate possibilities if certain 
changes are made. Once the final form, 
distribution plan and pricing scale are 
reasonably clear, the over-all market 
checks outlined above can be begun. 

A third case is the distributor who 
wants his share of profitable postwar 
lines. He is most often an association and 
Chamber member and has been in busi- 
ness during the war period and for some 
years before. The flow of business in his 
trading area has come under his scrutiny 
and he has an idea of the things that 
people are going to want. His problem 
is to make sure that he handles good sell- 
ing lines. He should learn immediately 
how soon each of his old supply houses 
expects to come back into civilian pro- 
duction and the physical characteristics 
and tentative pricing of the goods they 
plan to sell. He may wish to look into 
lines other than those they offer. His 
Chamber, the Department of Commerce, 
his association and local planning group 
will help him to locate manufacturers 
making the products he wants and facili- 
tate his inquiries to them. 

The most difficult case is that of the 
manufacturer on war work who would 
like to stay in business but who has not 
yet decided what product to make. His 
is the job of finding what need there is 
for products which his machinery can 


produce. It would be worthwhile for him 
to consult all the previously mentioned 
informational sources, and also to secure 
expert engineering consultation. Perhaps 
some slight re-designing of his machinery 
would broaden his product possibilities 
materially. Another suggestion source for 
him is the private service supplying mar- 
keting information to specific types of 
merchants. Some of these concerns today 
have definite ideas as to product lines 
to which facilities might profitably be 
turned. 

In summary, the statement is offered 
that postwar conditions present oppor- 
tunity in excess of anything ever before 
faced by American small business. If this 
is embraced energetically, major benefits 
will result. Marketing organizations will 
be built up, replacing those destroyed 
wholly or in part during the war. They 
will be suited to present day methods of 
doing business and will be sufficiently 
flexible to assure long usefulness. Feel- 
ings of mutual respect, understanding 
and friendliness will be engendered 
among those working to broaden the 
factual planning base of small business. 
Most important, perhaps, small business 
will have begun to use market research 
as a means of improving its competitive 
position. The smaller independent is a 
pretty keen man—he has to be because 
he cannot afford many mistakes. If his 
organization and analysis of market 
facts is productive, he will certainly add 
the procedure to his regular bag of 
tricks. 











EFFECT OF METHOD OF DISTRIBUTION ON 
MILK CONSUMPTION 


GIDEON HADARY 


Eprtor’s Note: Dr. Hadary, now in the U. S. Army, 
was Agricultural Economist in the Office of Distribution, 
War Food Administration at the time this paper was 
prepared. The views presented are those of the author and 
not necessarily those of the War Food Administration. 


ATA were obtained in South Bend 
D and Mishawaka, Indiana, which 
can be used to determine the effect of 
distribution, i.e., home delivery vs. 
store, on per capita milk consumption. 
Since the retail price of milk in both 
store and home delivery was the same at 
the time of the study, the findings of the 
survey reveal the effect of the method of 
distribution as such, all other things 
being equal, on milk consumption, 
rather than the effect of a lower price 
usually associated with store sales. 

The statistical techniques employed 
in this study provide a good opportunity 
to make an appraisal of the accuracy of 
individuals’ subjective estimates of their 
consumption.! The implications of the 
findings of this study may significantly 
affect the interpretation of market re- 
search based upon subjective tech- 
niques.? 


PROCEDURE 


The original data were compiled by 
the author in South Bend and Misha- 
waka, Indiana, in April and May, 1942, 


1 Milk is one of few commodities which lends itself 
to such a study. The home delivery method of distribu- 
tion provides reliable records of actual milk purchases 
for large numbers of families. There are no other im- 
portant commodities for which such data can be ob- 
tained, 

2 Other aspects of the relationship between subjective 
and objective techniques of market research have been 
discussed by George H. Brown and Gideon Hadary in 
“Beverage Preference of Industrial Workers: A Study 
in Consumer Preference Ratings,” The Fournal of 
Business, April, 1944, pp. 111-117. 
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in connection with a study on chocolate 
milk consumption.* Five hundred and 
sixty-four families, or almost 1.5 per cent 
of the inhabitants in South Bend-Mish- 
awaka, were called upon to provide the 
information requested in a question- 
naire. Of these, 279 families, all members 
of which had all meals at home regularly, 
provided completed records which were 
used in this study. The interviews, con- 
ducted during the day, were had with 
housewives. 

In the interview, questions were asked 
as to the number of people in the house- 
hold, their ages, and where milk was pur- 
chased, i.e., at dairy, store, stand, farm, 
and so on. Each family was asked to esti- 
mate the amount of milk purchased dur- 
ing the last two days (excluding the day 
of the interview) and the amount of milk 
usually bought per week. In addition, the 
exact quantity of milk purchased during 
the two-month period of April-May, 
1942, was obtained from the route book 
of the servicing milkmen for the families 
which had all their milk delivered to 
their homes by dairies.‘ Information was 
also obtained on the income of the fami- 
lies interviewed. These data were ob- 
tained from the Credit Rating Bureau in 
South Bend. 

For the families having home delivery 
only, it was possible to determine the re- 

*G. Hadary, “Relation of Chocolate Milk to Total 
Fluid Milk Consumption of Urban Families,” The 
Fournal of Business, April, 1943, pp. 115-123. 

‘ Dairy purchasing records were obtained only for 
those families who said that they never bought milk 
from stores, stands, and farms. Undoubtedly, some of 
these families occasionally bought some milk from 
stores when they ran out of their supply. However, 


it is believed that such purchases were relatively un- 
important. 
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lationship between the reported and the 
actual milk consumption. Assuming 
that the relationship between the re- 
ported and the actual milk consumption 
of the dairy patrons also existed for the 
store patrons, it was possible to com- 
pare the per capita milk consumption 
of the families in the two groups. 

Families who reported that they 
bought milk from stores were also asked 
to provide answers to the questions: 


1. How often do you buy milk from 
the store? 

2. Why do you prefer to buy milk 
from the store? 


Of the 279 families providing usable 
records, 174 families obtained milk from 
commercial dairies and 105 from other 
sources. Of the non-dairy patrons, 73 
purchased their milk from stores, 20 
from milk stands, and 12 from farms. 


RELATIONSHIP BETWEEN EsTIMATED 
AND AcTUAL MILK PuRCHASES 


The average monthly per capita milk 
consumption® of the 174 families pur- 
chasing all their milk from dairies was 
9.30 quarts during April and May. When 
the two-day and weekly reports of pur- 
chases were converted into monthly 
equivalents it was found that these esti- 
mates were, on the average, more than 
one-third above the actual consumption. 
The average monthly per capita con- 
sumption converted from the two-day 
estimate was 12.97 quarts, or 39 per cent 
above actual, and the converted average 
weekly estimate was 12.54 quarts, or 35 
per cent above actual consumption.® 


5 For purposes of the analysis, consumption is as- 
sumed to be synonymous with purchases. 

* A study based on 1,500 interviews conducted by 
Dr. L. D. H. Weld in Chicago, Cleveland, Indianapolis, 
Columbus, and Dayton, in 1941, found that house- 
wives reported that their families consumed an aver- 
age of one pint of milk per person per day, as com- 
pared with an actual average per capita consumption 


To determine whether the amount of 
family income was related to the extent 
of overstatement the data were analyzed 
by income groups. The families were 
divided into three income groups as fol- 
lows: 


1. Low (having an annual income of 
less than $1,800). 

2. Medium (having an annual income 
of $1,801-$3,000). 

3. High (having an annual income of 
$3,001 and over). 


Table I shows the relationship be- 
tween the estimated and actual milk 
purchases of families having home de- 
livery, by income groups. 

From the table it is seen that as the 
amount of family income increased the 
degree of overstatement of consumption 
increased. It is interesting to note in this 
connection that when the data were 
analyzed for 13 families having an in- 
come of less than $1,500, the extent of 
exaggeration was found to be consider- 
ably smaller. The two-day converted es- 
timate for these families was 101 per 
cent of actual purchases and the one- 
week converted estimate was 105 per 
cent of actual. Perhaps this relationship 
between income and exaggeration of 
milk consumption might be explained 
as follows: 

People seem to exaggerate the quali- 
ties of which they are proud. They be- 
lieve that it is a good thing to drink milk 





in these cities of .65 pint. This is an overstatement of 
54 per cent. A similar relationship between reported 
and actual consumption was reported in a survey con- 
ducted by the Pennsylvania State College in Phila- 
delphia in 1931. Cf. L. D. H. Weld, “Factors Affecting 
the Sale of Milk,” address given at National Dairy 
Council annual meeting, Chicago, December 3, 1941. 
A study investigating family milk consumption in 
Ithaca, New York, reported that the extent of over- 
statement of consumption was 16 per cent. Cf. Martin 
V. Rockwell, “The Consumption of Milk, Cream, and 
Evaporated Milk in Ithaca, New York, 1940,” Farm 
Economics, June, 1942, pp. 3308-3310. 
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and, therefore, they overestimate the 
amount that they purchase. If a stigma 
were attached to milk consumption they 
probably would underestimate their 
consumption. Families in the high in- 
come group are more conscious of the 
recommended milk consumption and, 
therefore, they exaggerate more than 
those in the low income group. However, 
it is interesting to note that even if these 
families consumed as much milk as they 
say they do, their consumption would 
still be short of the recommended quan- 
tities.” 

A statistical analysis established that 


of the two-day period. Therefore, it was 
decided that in converting the reports of 
the non-dairy patron, the one-week 
rather than the two-day period would be 
used as a base to estimate the actual 
consumption. 


ComPARISON BETWEEN PER CapPiTA 
Mitk ConsumMPTION OF FAMILIES 
Buyinc THe1r MILK From 
DAIRIES AND THOSE 
Buyinc From 
STORES 


An analysis of the schedules of the 
families buying milk from stands, farms, 


Taste I, ReLationsnip BETWEEN EstimaTep AND AcTUAL AVERAGE Montuty per Caprra MiLx ConsumpTion, 
By Income Groups, SoutH Benp-MisHawakA, Aprit-May, 1942 



































Average Monthly per Capita Consumption | Per Cent Estimate of Actual 
— — Estimate Estimate 
ap F Y Ii Based on Based on 2-day 1-week 
— Actual 2-day r-week Period Period 
Period Period 
" Quarts Quarts Quarts Per Cent Per Cent 
Up to $1,800 36 8.11 10.1 10.79 116.9 123.9 
$1 , 801-$3 ,000 109 9.52 13.89 12.72 145.8 133.5 
$3,001 and over 29 9.20 12.97 14.03 141.0 152.4 
Total 174 
Average* 9.30 12.97 12.54 139-4 134.8 
* Weighted. 


the estimate of consumption based on 
the weekly reports was more reliable 
than the estimate based on the two-day 
period. The standard error about the 
mean of the one-week period was +.47 
quart and +.67 quart about the méan 


7 A study conducted at the University of Wisconsin 
provides data for comparison of the reported and actual 
milk consumption of over 500 male students. The re- 
plies of these students who were asked to estimate 
their milk consumption at the noon meal in the dormi- 
tory indicated a very close agreement between the 
estimated and actual consumption. Since these stu- 
dents had access to as much milk as they wanted at 
the dormitory without additional cost, they did not 
exaggerate their consumption. 


and stores indicated a great similarity 
in the responses. Therefore, the data ob- 
tained from all non-dairy patrons were 
grouped together in the discussion which 
follows. To facilitate the discussion these 
families are referred to as “store pa- 
trons.” 

The average monthly per capita milk 
consumption of the 10§ store patrons 
was calculated to be 8.55 quarts. This is 
-75 quart, or 8.8 per cent less than the 
consumption of the families buying their 
milk from dairies. The above mean was 


8 Families in Ithaca, New York, purchasing their 
milk from retail routes reported that they consumed 
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computed from the report of the average 
weekly consumption, adjusted for the ex- 
tent of overstatement found for the fami- 
lies purchasing their milk from dairies. 
Dairy home delivery is usually regular, 
the patrons having a standing order, 
whereas the purchases from stores are 
less regular; therefore, the subjective re- 
ports of the dairy patrons are likely to be 
more accurate than those of the store 
patrons. 

As shown in Table II, only one-third 
of the store patrons purchased milk 
every day and 30 per cent bought milk 
three times a week or less. The greater 
error in estimating the consumption is 
brought out in a comparison of the mag- 
nitude of the standard error of estimate 
of consumption of the store and dairy 
patrons. The standard error about the 
mean of the one-week sample of the dairy 
patrons was +.47 quart, as against +.69 
for the store patrons. It would appear 
that the store patrons’ bias in reporting 
their consumption was greater than that 
of the dairy patrons. 





on the average 6.2 pints per person per week, as against 
4-7 pints for those buying from stores only. These 
figures did not allow for the extent of overstatement. 
Cf. Martin V. Rockwell, op. cit. 


Tase II, Frequency or Miik Purcuases 
From Stores, Soutn Benp- 
MISHAWAKA, 1942 














Purchases per Per cent of 

Week Families Replying 

7 35.6 

4-6 26.0 

1-3 12.4 

Less than 1 17.8 

When needed 8.2 

Total 100.0 








Table III shows the milk purchases 
of families having home delivery and the 
estimated purchases (adjusted for the 
overstatement) of store patrons, by in- 
come groups. 

Although the average per capita milk 
consumption of the 174 dairy patrons 
was higher than that of the 105 store 
patrons, as were the averages for the 
families in the low and in the high income 
groups, the difference between the two 
groups was not found to be statistically 
significant (5 per cent level). 


Reasons FoR Buyinc MILK From 
STORES 


The families who bought milk from 


Tasie III. Averace Montuty per Capira Mitx Consumption or Dairy Anp Store Patrons, sy Income 
Groups, Sourn Benp-MisHawaka, Aprit-May, 1942 

















Store Patrons Dairy Patrons 
Average Average Difference 
Income Group Number | per Capita Number | per Capita 
of Milk of milk 
Families | Consumption| Families | Consumption 
(Quarts) (Quarts) Quarts Per Cent 
Up to $1,800 42 7.91 36 8.11 — .20 — 2.5 
$1 , 801-$3 ,000 56 9-54 109 9.52 + .02 + 0.2 
$3,001 and over 7 8.11 29 9.20 —1.09 —13.4 
Total 105 174 
Average* 8.55 9.30 — .75 — 8.8 























* Weighted. 
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Tasie IV. Reasons Given ror Buyinc MILK 
FROM STorES, SourH Benp-MIsHAWAKA, 
Aprit-May, 1942 








Per cent 
Families 
Replying 


Reasons 





More convenient 27.4 
Do not buy regularly—prefer to buy 

when needed 21. 
Store delivers 1S. 
Dislike to have a milk bill II. 
Dislike delivery service 6. 
No refrigeration ‘4. 
Miscellaneous 13. 


Total 100. 








stores were asked to give the reasons for 
doing so. The replies of 73 responding 
families are tabulated in Table IV. 


SUMMARY 


No statistically significant difference 
in the per capita milk consumption of 
the families buying milk from stores and 
those having home delivery was ob- 


served. It appears, however, that the 
method of estimating the consumption 
of store patrons might not have been suf- 
ficiently corrected for a downward bias. 

It is a common belief that store pa- 
trons in contrast to dairy patrons pur- 
chase less milk, on a per capita basis, and 
that the usual price differential is pri- 
marily operative in overcoming the in- 


ertia associated with store purchases. In 
view of the fact that the method of dis- 
tribution, as such, does not appear to 
have a direct bearing upon per capita 
milk consumption, and since store dis- 
tribution unquestionably represents a 
lower cost method of distribution, plans 
aimed at effecting greater milk consump- 
tion might well take into account the 
findings of this study. 

Consumers’ estimates of consumption 
based on a one-week period were found 
to be more reliable than those based on a 
two-day period. The degree of accuracy 
of consumers’ replies varied directly with 
the family income. This variation was at- 
tributed to the fact that families in the 
high income groups are more conscious 
of the nutritional importance of drinking 
milk and therefore subconsciously con- 
ceal any deficiencies in milk consump- 
tion in terms of nutritionally desirable 
standards. 

Psychological factors underlying the 
marked discrepancies, such as those that 
have been observed between actual and 
estimated milk consumption, are un- 
doubtedly operative in many subjective 
market research studies. Since in most 
cases it is impossible to verify the reli- 
ability of consumers’ subjective esti- 
mates, much caution must be exercised 
in the interpretation of such data. 





PROBLEMS IN READER-INTEREST SURVEYS 


RALPH O. NAFZIGER 
University of Minnesota 


Eprror’s Note: Professor Nafziger presents a subject 
which will be of interest to all readers of THE JOURNAL. 
It is the hope of the Editors that this article will stimulate 
others dealing with various specific aspects of reader- 
interest surveys. 


EADER-INTEREST studies of news- 

papers and magazines are, in a 
sense, adaptations of polls or public 
opinion surveys. They involve almost all 
of the techniques and problems of the 
usual polls, plus a number of thorny ques- 
tions peculiar to this special field of study. 
They attempt to shed light on reading 
habits of the public and to estimate the 
news or interest value of items appearing 
in public print. 

As is true of public opinion polling, 
widespread interest in the reaction of the 
public to popular reading matter has 
resulted recently in a large number of 
experiments and other projects in this 
field. The desire of publishers to appraise 
their products, the extensive attempts of 
the federal government during war- 
time to keep abreast of public opinion 
and opinion leaders, and the steady en- 
largement of the marketing research field 
probably account for this development. 

It is time, in any event, for persons 
who are engaged in reader-interest stud- 
ies to compare notes frankly on their 
experiences, and to reach some agree- 
ment on details of method. For if com- 
parisons of results are to be made, as has 
been attempted in the past, then formu- 
lation of some basic principles is overdue. 
A Committee on Method is in order. 

The general pattern of reader-interest 
method is widely understood. But pre- 
cise statements of method, accompany- 
ing reports of reader-interest studies, are 
rare. That a given study was done in ac- 


cordance “with the usual scientific meth- 
ods” or “with careful attention to proper 
instruction of interviewers and the de- 
velopment of ascientific miniature of the 
population” is not very helpful. Enough 
has been done is this field to show that 
the “miniatures” constructed for these 
studies often differ very widely, and that 
quite different results are obtained by 
instructing interviewers one way or an- 
other as to the part which they are to 
play in the interview. 


Tue Survey METHOD 


It can be assumed with some confi- 
dence that there is agreement on certain 
basic principles of making reader-inter- 
est surveys. However, unhappily, there 
is a lack of agreement on other funda- 
mentals. Moreover, there is need for a 
careful exploration of the general area 
of techniques. 

Fifteen years ago a number of reader- 
interest studies were already in progress, 
notably the experiments under the direc- 
tion of George Gallup who was then in- 
terested particularly in this field. He was 
developing his method of personal inter- 
viewing at a time when most of the 
reader-interest studies were being carried 
on through the use of mail questionnaires. 

Today the problem of sampling and 
interviewing faced by the investigator 
of reading habits, is generally analogous 
to the same problem among public opin- 
ion pollers. It is needless, therefore, to 
go into details of this aspect of the stud- 
ies, for it is agreed that the general prin- 
ciples of sampling and interviewing are 
applicable to this field. In other words: 


1. A proper sample of the community 
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or “universe” must be constructed. 
Whether this requires a cross-sec- 
tion of the population or a sample 
of the subscribers depends on the 
nature of the study and of the com- 
munity. 

Interviewers must be carefully in- 
structed and trained in an effort 
to eliminate bias and ambiguity and 
to assure reliability of results. 

. Interviewers must be given specific 
assignments consistent with the re- 
quirements of a proper sample of 
the population or of the subscribers. 

.Control or “‘check questions” to 
test the sample against known data 
on the “universe” or “supply” 
should be recorded by the inter- 
viewer either on issues of the pub- 
lication used in the interview or on a 
supplementary questionnaire. The 
usual “‘check” data on ages, eco- 
nomic levels, educational levels, 
male and female, and the like are 
generally in use. 

. If questionnaires are used the ques- 
tions must be framed skillfully and 
functionally. 


Aside from these problems common 
to all public opinion surveys are several 
peculiar to reader-interest studies. 

Most of the reader-interest studies 
today are made through personal inter- 
views rather than by mail question- 
naires. Often, however, a questionnaire 
is taken into the field by the interviewer 
to supplement the reader-interest study, 
if for no other reason than to get at cer- 
tain qualitative factors such as those 
involving preferences.? Likewise, content 


1 For results of a study of mail questionnaires versus 
personal interviews see C. F. Weigle, “Two Techniques 
for Surveying Newspaper Readership Compared,” 
Journalism Quarterly, Vol. 18, June, 1941, pp. 153-7- 

2 See P. C. Woodyatt, “A Test Comparison of Two 
Techniques in Readership Research,” ‘ournalism 
Quarterly, Vol. 19, June 1942, pp. 185-92. 


analyses of publications are often desir- 
able and practicable.’ Issues of a publica- 
tion may be analyzed over a period of 
time to provide a means for determining 
differences between results of reader- 
interest surveys. and appeals or classifi- 
cation of subjects which have actually 
been offered to the reading public. 

A single issue of a publication is us- 
ually the basis of these studies, and in 
the case of daily newspapers the inter- 
views are made in the time period which 
elapses—about 24 hours— before the 
next day’s edition is available to readers. 
This time period generally coincides 
with the period of recall which has been 
found to be acceptable. Also, within this 
period the reading of a daily newspaper 
usually has been completed within the 
local circulation area. The weekly news- 
paper presents a different problem. In an 
unpublished University of Minnesota 
study some 93 per cent of the readers of 
weekly newspapers had completed the 
reading of their papers in the first three 
days after they had received their copies, 
85 percent in the first two days, and 70 
per cent on the first day. The time period 
for magazines differs, obviously, among 
the various types of publication. 

Let us assume that a daily newspaper 
is the subject of a survey. Generally 
every item in the entire paper is impor- 
tant to the study. The interviewer pre- 
sents a fresh unmarked copy of the paper 
to the respondent with a short simple 
explanation that the survey is being con- 
ducted to find out what subscribers 

* For a discussion of the development of content 
analyses see, for example, M. M. Willey, The Country 
Newspaper, Chapel Hill, 1926; Julian Woodward, 
Foreign News in American Morning Newspapers, New 
York, 1930; B. L. Hotaling, “‘Some Problems in Quan- 
titative Measurement of Newspapers,” ‘Yournalism 
Quarterly, Vol. 18, June, 1941, pp. 164-9; B. Berelson, 
“The Effects of Print on Public Opinion, in Print, Radio, 
and Film in a Democracy, ed. by D. Waples, Chi- 
cago, 1942, pp. 41-65; H. D. Lasswell, “The Politically 


Significant Content of the Press,” Fournalism Quarterly, 
Vol. 19, March, 1942, pp. 12-23. 
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read in the paper. The immediate follow- 
up question is, “Do you read (or sub- 
scribe to) the Blanktown News?” The 
interviewer inquires whether the par- 
ticular issue was seen or read. The re- 
spondent is interviewed if he saw the 
issue, regardless of how much or how 
little he read it. 

The interviewer proceeds page by 
page. The respondent is asked to look 
over the whole page and to point out to 
the interviewer which item he has seen 
or read and how much of each item he 
has read. He is told to take his time and 
to look at everything on the page, each 
news item, each picture, each advertise- 
ment, each feature. Instructions to the in- 
terviewer urge him to see that the reader 
takes in the whole page. The smallest 
item is as important as the largest. 

This procedure is continued for each 
page. The respondent points out and the 
interviewer marks with a crayon or col- 
ored pencil the items which were seen 
or read. Convenient symbols are used to 
distinguish between what was seen and 
what was read. Items which are ordi- 
narily seen, are headlines, pictures, or any 
large print. Read refers to general read- 
ing matter as in news stories or copy in 
an advertisement. How much has been 
read is indicated by a distinctive mark. 
The marks allow the tabulation of what- 
ever data are considered important to 
the survey. For example, data can be 
gathered and analyzed in terms of items 
seen, partly read, and read all. Tabulation 
of data for editorials is usually limited to 
read all, and headline reading is not in- 
cluded under the classification. Read 
and read any means that the reader has 
delved into at least a few paragraphs of 
the item. 

Additional elements of method may 
be suggested by examples of instructions 
for the interviewers: 


1. Tell the respondent to take his time for 





“I want you to see everything on the page.” 
You do not care whether he has seen more or 
less in this particular issue than is his habit. 
There is nothing in the issue which he should 
have read. You do not care what he likes or 
dislikes, nor what he usually or always reads, 
except that you will note pertinent un- 
solicited remarks in the space allotted for 
them on the supplementary questionnaire. 
You do not care what he thinks he probably 
saw or read. You want him to point out to 
you what he remembers that he read. You do 
not accept the answer “Oh, I read all of that 
page.” 

2. The foregoing refers to any pictures or 
captions he saw, any headings, subheadings, 
any news stories, any comics which he saw or 
read, any cartoons, any special articles, any 
advertising matter, any personals, any death 
notices, any stock market reports, and so on. 

3. Particular care should be taken in 
marking advertisements. Sometimes only 
seen is called for. At other times instructions 
require careful marking of all elements in the 
advertisement: the headline, illustrations, 
blocks of copy, and nameplate. 

4. Mark each item bearing a separate 
headline, or separated from other reading 
matter by typographic devices, with a sepa- 
rate mark no matter how small it is. For 
example, mark separately each item in a 
column of news briefs. 


PITFALLS OF THE SURVEY METHOD 


This method, or any variation of it, is 
subject to the usual hazards resulting 
from faulty recall and lack of candor on 
the part of the respondents. Care must 
be taken, for example, to limit the bias 
owing to the prestige factor which may 
cause persons to exaggerate the amount 
of editorial reading which they do, or to 
cause men to underestimate the number 
of society items which they read or ob- 
serve. When the examination of the issue 
by the respondent has been completed, 
the interviewer may be instructed to 
turn back to the editorial page, for in- 
stance, and by inquiring about the con- 
tent of specific editorials to determine 
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whether these items were actually read. 

Despite the pitfalls in the method, it 
is at present the most popular and doubt- 
less the most practicable, of the tech- 
niques which have been used to date. It 
is comparatively sound and objective 
because it best meets the tests which 
must be applied to any polling opera- 
tion: 

1. It is valid because it discovers what the 
reader reads and therefore what are his read- 
ing interests. The sampling method smooths 
out small individual differences and allows 
for quantitative measurement of results. 

2. It is reliable because studies have 
demonstrated that the reader (personally 
interviewed by investigators whose subjec- 
tive influences can be reduced to a minimum) 
can remember what he has read and is suf- 
ficiently truthful so that his errors result in 
small effect on the result. The method at- 
tempts to reproduce the original reading 
situation and the same readership may be 
sampled again with similar results. The 
readers’ tendency to make a “socially- 
approved response” is small in view of the 
high percentage of “low reading” reported 
in all carefully conducted surveys. 

3. It has been found superior to checks on 
reader-interest in terms of fan mail, circula- 
tion reports alone, contests, mail question- 
naires, or interviews based on questioning 
of the reader about his reading habits. 


Nevertheless, small variations in 
method often make it impossible to 
compare results of surveys conducted 
under circumstances which are otherwise 
similar. One example will illustrate this 
point. Today, the important commercial 
agencies which undertake newspaper 
reader-interest surveys instruct their 
interviewers not to point systematically, 
item by item, to the contents of the 
newspaper which the respondent is 
examining. The interviewee should do 
the pointing, and should literally dictate 
to the interviewer what items to mark 
on the copy. 


If all investigators were to follow this 
method, all studies would at least have 
this common basis for comparison. But 
many investigators instruct their inter- 
viewers to point out the items one by one 
to the respondent. 

The latter method appears to be par- 
ticularly popular in the magazine survey 
field. Respondents are asked succes- 
sively: Do you recall having seen this 
item? Did you happen to read it? How 
much of it did you read? What did you 
think of it? There is evidence, at least in 
the newspaper survey field, that this 
“leading and suggestive” method assures, 
for the publisher higher percentages of 
readership than the alternative method. 
No one appears to know, for sure, how 
much closer to the facts the Don’t Point 
school of thought comes than the Point- 
ers. Perhaps the truth lies somewhere be- 
tween the two. But the evidence is 
strong that the Pointers have stacked 
the cards, and that the Don’t Pointers 
have avoided stacking them. In any 
event, results of the two methods can- 
not fairly be compared. A Committee on 
Method should, therefore, establish some 
order in this growing field of research. 

Fortunately some order has already 
been created owing to the importance of 
certain agencies which are undertaking 
large-scale operations in this field. Thus 
the Continuing Study of Newspaper 
Reading conducted by the Advertising 
Research Foundation of the Association 
of National Advertisers and the American 
Association of Advertising Agencies in 
cooperation with the Bureau of Adver- 
tising of the American Newspaper Pub- 
lishers Association, has made daily news- 
paper surveys in about 70 cities in the 
United States. Audience Research of 
Princeton, N. J., Young & Rubicam, 
New York, and several other organiza- 
tions are also conducting an important 
proportion of reader-interest surveys. 
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The studies of these organizations are 
based on substantially the same method. 
Important variations in method exist 
largely among the numerous surveys 
which are undertaken by independent in- 
vestigators, few of whom bother to ex- 
plain the details of their methods. 

These borderline areas where agree- 
ment among investigators has not been 
reached offer a fruitful field of explora- 
tion and publication. Raw data for such 
studies exist in abundance, but the re- 
sults of careful analyses based on the 
raw data are rarely found in print. 


USEFULNESS OF SURVEYS 


The Continuing Study of Newspaper 
Reading rightly emphasizes that only 
cumulative data from _ reader-interest 
surveys are reliable. The data resulting 
from the studies should be studied “for 
trends and principles rather than specif- 
ic detail” since many variables enter 
into scores for individual editorial or 
advertising items in a particular issue of 
a publication. Too literal an interpreta- 
tion of data should not be based on a 
single survey. 

A few of the uses to which reader-in- 
terest surveys have been put are the 
following: 


1. These studies result in cumulative data 
on “story appeals” which help the editor or 
publisher to keep in touch with his public. 
What types of articles or what subjects tend 
to be high or low in reader-interest? What of 
the comparative value of a set of comics, 
columnists, cartoons, sports features, or 
society features published by a newspaper? 

2. Information on readership of various 


pages—reader traffic stops—can be as- 
sembled. What is the advertising “potential” 
on a given page as revealed by the scores for 
reading matter on that page? 

3. What are the relationships of seen, read 
any, read all and various types of subjects 
and story appeals? 

4. The influence of illustrations in reading 
matter or advertising on page traffic has 
been measured to the satisfaction of many 
editors. One publisher purports to have im- 
proved his promotional advertising in view 
of data on pictures and typography resulting 
from a series of reader-interest studies. 

5. A publisher of technical journals which 
appealed to various classes of readers found 
evidence of important variations in reader- 
interest among the various types of readers. 
Wide discrepancy was also found between 
the results of these surveys and the results 
of an analysis of the contents of the publica- 
tions. 

6. Miscellaneous information on average 
reading time, under what circumstances the 
publication is read, how many persons per 
copy read it, how thoroughly it is read, to 
what classes its features appeal, and other 
topics have proved useful guides to pub- 
lishers. 


Many other uses to which these sur- 
veys may be applied will suggest them- 
selves to editors, publishers, business- 
men, and public opinion analysts who 
are seeking solutions to their publishing 
and marketing problems. Owing to the 
pitfalls for the unwary investigator 
which exist in current procedures, how- 
ever, thorough training of personnel, 
careful planning and rehearsal of steps 
in the investigations should precede the 
collection of data and the interpretation 
of results. 





RETAIL TRADE AND INCOME BY STATES 
WILLIAM DRAGER 


Eprror’s Note: The author wishes to acknowledge his 
indebtedness to Dr. F. Marschak for encouragement given 
to an exploration of the material summarized in this article. 


HE PURPOSE of this paper is to pre- 
‘Lio the findings of a very limited 
preliminary study of the possible ways of 
using the numerous Census data that are 
now available. For the most part the 
analysis is limited to consumer expendi- 
tures and income. While it is plausible 
enough to assume that similar studies 
have been carried out by others, a search 
through the literature nevertheless indi- 
cates that the available material is very 
scarce. 

One very good method of forecasting 
consumer expenditures over a given 
period of time is through the use of fam- 
ily budget records. Statistics of income, 
age, occupation, and so on are gathered 
for a group of families, and these varia- 
bles are then correlated with the money 
outlays by these families on different 
commodities. The regression coefficients 
obtained by a multiple correlation analy- 
sis are then used in making forecasts for 
other families. 

A serious shortcoming of the family 
budget approach is that almost 100 per 
cent of all available statistics is presented 
in totals by geographic areas, and not by 
individual families. Thus though it is 
possible to determine from the Census 
the aggregate sum spent in grocery 
stores in New York, it is not possible to 
determine this fact for individual fami- 
lies. Hence many of the advantages of 
the family budget approach to the study 
of economic and business problems are 
offset by the form in which statistics are 
collected and published. 

In searching for various methods of 
using the available Census data on retail 
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trade as a basis for analyzing and pre- 
dicting consumer expenditures, an exper- 
iment was tried in which each state was 
treated as a “family unit.” Per capita 
expenditures for each of the available 
forty-nine “family units” (including the 
District of Columbia) were then related 
to the corresponding per capita income 
payments. The following is a brief sum- 
mary of the results of this analysis. 


ANALYSIS OF 1939 Data 


Per capita income payments for each 
state as given in Table I are based on 
statistics published by the Department 
of Commerce. It should be remembered 
that these income payment data are es- 
timates and are subject to some error. 
Moreover, income per head may not be 
the best single index with which to cor- 
relate per capita retail expenditures. 
Median income, for example, might rep- 
resent a better index for this purpose. 
There is a strong probability that the 
correlations found between income and 
expenditures might be improved by mak- 
ing an adjustment in the per capita in- 
come of each state for inter-state differ- 
ences in the relative distribution of in- 
come within each state. This adjustment 
might be based in part on the detailed 
rent distributions that are available in 
the 1940 Census, on the assumption that 
the relative income distribution is re- 
lated to the rent distribution. 

In the Census of Business for 1939, 
retail stores are grouped into fifteen ma- 
jor classifications and service establish- 
ments into seven. Statistics are also 
available for numerous subclasses. State 
to state comparisons of sales volume for 
the major classifications are, to an un- 
known but probably small degree, af- 
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fected by a lack of comparability. This 
is partly the result of difficulties encoun- 
tered by the Census in assigning stores 
which sell a great variety of products to 
one of the major classifications, and 
partly the result of variations in market- 
ing practices from place to place. As an 
illustration of the latter, grocery stores 
in one state may sell commodities that 
are sold only by drug stores in another. 


and that income payments or factors 
correlated with income explain a large 
part of the wide variation in per capita 
expenditure from state to state. 

From a practical point of view, many 
of the relatively large deviations in the 
charts from what might be called the 
average pattern between per capita in- 
come and expenditure are really not very 
significant, since they represent states 


Taste I, Income Payments By STATES, 1939 








% of 
National 
Income 

Payments 


Per 
Capita 
Income 


% of 
National 
Income 
Payments 


Per 
Capita 
Income 





New York 16. 
Pennsylvania 8 
Illinois 7 
California 7 
Ohio 5 
Massachusetts 4 
Michigan 4 
New Jersey 4 
Texas 3 
Missouri 2 
Indiana 2 
2 
2 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 


$343 
589 
660 
735 
601 
720 
583 
675 
397 
480 
502 
498 
496 
769 
463 
604 
297 
448 
581 
288 
293 
295 
435 
349 
1,220 


Wisconsin 
Minnesota 
Connecticut 
Iowa 
Maryland 
North Carolina 
Virginia 
Washington 
Georgia 
Tennessee 
Kentucky 
Florida 
Louisiana 
District of Columbia 
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I 
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6 
7 
8 
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10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


Oklahoma 
West Virginia 
Kansas 
Alabama 
Oregon 
Colorado 
Nebraska 
South Carolina 
Rhode Island 
Arkansas 
Mississippi 
Maine 
Montana 
New Hampshire 
Utah 

South Dakota 
Arizona 
Idaho 

North Dakota 
Delaware 
New Mexico 
Vermont 
Wyoming 
Nevada 


$339 
383 
386 
240 
54! 
514 
406 
259 
670 
236 
196 
472 
537 
541 
456 
364 
465 
423 
344 
801 
340 
474 
586 
791 
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Source: Daniel Creamer and Charles Merwin, “State Distribution of Income Payments 1929-41,” Survey of 


Current Business, pp. 18-26, July 1942. 


Charts 1 to 6 show the relation be- 
tween per capita income payments by 
states and per capita expenditures in 
different groups of retail stores and on 
several kinds of services. Chart 3, for 
example, shows that the relation between 
per capita income and expenditures in 
apparel stores is approximately linear, 


which are not important so far as total 
sales are concerned (compare charts 1 
and 1a). As a matter of fact, Table 1 
shows that the seventeen leading states 
with respect to income payments ac- 
count for 77% of total income payments. 

From the evidence presented in these 
charts as well as in others which are not 
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Cuart 1. Per Capita Income and Expenditures in all Retail Stores by States, 1939 
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Cuart 1a. Per Capita Income and Expenditures in all Retail Stores by States, 1939 
(17 Principal States with Respect to Total Income Payments) 
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Cuart 2. Per Capita Income and Expenditures in Grocery and General 
Stores and in Eating Places by States, 1939 
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Cuart 3. Per Capita Income and Expenditures in Apparel Stores by States, 1939 





368 THE JOURNAL OF MARKETING 





PER CAPITA 
EXPENDITURE 


$80 


70 


$100 200 300 400 500 600 700 800 900 1000 1100 1200 1300 1400 PER CAPITA INCOME 


Cuart 4. Per Capita Income and Expenditures in Automotive Stores by States, 1939 
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Cuart 5. Per Capita Income and Expenditures in Motion Picture 
Houses and Theatres by States, 1939 
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shown, these conclusions seem war- 


ranted: 


1. In spite of wide differences among states 
in climate, tastes, prices, distribution of in- 
come, degree of urbanization, marketing 
practices, and in other factors affecting con- 
sumption, average income payments per 
head is a surprisingly good index of per 
capita expenditure in different types of 
stores. 


2. The relation between per capita ex- 
penditure and income is approximately linear 


PER CAPITA 
EXPENDITURE 


$70 


700 800 


distribution of wealth, and other factors are 
evidently very important in explaining ex- 
penditures in this group of stores. 

5. Of all the correlations made between 
per capita income and expenditure, the one 
between income and expenditure on motion 
pictures ranks among the very highest. 


A word or two of caution might well 
be inserted. The above conclusions are 
not meant to imply that income is the 
sole determinant of how much will be 
spent in each of the store classifications. 


900 1000 1100 =. 1200 1300 ©1400 PER CAPITA INCOME 


Cuart 6. Per Capita Income and Expenditures in all Service 
Establishments by States, 1939 


over a very large range of income. 

3. As per capita income increases, the 
variation in per capita expenditures among 
states falling within a given per capita in- 
come range also increases. This is probably 
the result of at least two factors: (a) people 
with low incomes do not have much choice— 
what money they have must go for the neces- 
sities of life; and (b) many of the states with 
low per capita incomes are concentrated in 
the South, which can be considered to have a 
relatively homogeneous social and physical 
environment. 

4. For the automotive group, the relation 
between income and expenditure is subject 
to many exceptions. Degree of urbanization, 


The charts themselves show that there 
are many important deviations that can- 
not be accounted for by so simple an 
hypothesis. Moreover, the data pre- 
sented for each group of stores repre- 
sent the sales of many different prod- 
ucts and brands, and on statistical 
grounds there is every reason to believe 
that per capita sales of a single com- 
modity will, in general, correlate less 
highly with per capita income than the 
sales of a multitude of commodities 
taken collectively. The method used in 
the charts for studying retail expendi- 
tures is much more useful as a means of 
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Cuart 8. Per Capita Income and Expenditures in Motion 
Picture Houses and Theatres by States, 1933 and 1935 
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obtaining a broad picture of retail trade 
than as a device for measuring sales po- 
tentials for either a single commodity or 
for all the products of a single manufac- 
turer. 

Useful refinements of the technique 
might possibly be made by using small 
areas such as counties and cities as the 
“family unit.” Detailed rent distribu- 
tions that are now available for each city 
could be used as an index of income and 
of its relative distribution among the 
population. Good use could also be made 
of the Census of Population and Manu- 
factures in measuring the influence of 
nativity, color, and occupation on gen- 
eral consumption habits. 


AnaA_ysis or Data Prior To 1939 


Retail trade census data are avail- 
able not only for 1939, but also for 1929, 
1933, and 1935; years of widely differing 
national incomes and prices of commodi- 


ties. Chart 7 shows the relation between 
per capita income payments and per 
capita total retail sales for each of the 
four years. Income is clearly a good index 
of expenditures in each of the census 
periods, and is particularly good in 1933- 
The curves in the diagram are drawn in 
freehand, each state receiving equal 
weight. 

That motion picture receipts correlate 
very highly with income in 1939 has al- 
ready been mentioned. That this relation 
also holds for 1933 and 1935 (1929 data 
are not available) is brought out in 
Chart 8. This finding is surprising in the 
light of contentions made by the picture 
industry that the total receipts reported 
in the Census fall far short of the true 
mark and in view of sectional differ- 
ences in the cost of admission and aver- 
age attendance. Since statistics of thea- 
tre admissions appear to be an excellent 
index of income and since they could be 
reported for relatively small areas, a 


systematic effort should be made to col- 
lect at least yearly receipts. One diffi- 
culty of doing this is that theatre owners 
believe they can make better bargains 
with film distributors by keeping their 
receipts confidential. 


SoME SUGGESTED STUDIES 


Analyses of income and retail expendi- 
tures by states should also be useful to 
those who are interested in the economy 
as a whole. Econometricians have a ten- 
dency, at least in their published writ- 
ings, to work with national statistics. 
Recognition and weight are given to state 
differences in climate, income, and other 
factors by using what might be called 
“complicated formulas.” Certain predic- 
tions may turn out well but this does not 
convince everyone, especially business- 
men who fear and mistrust mathematics, 
that this is the best method of procedure. 
One advantage of making full use of the 
available state data is that a good ap- 
proximation to the weights to be as- 
signed to each economic factor can be 
made by using relatively simple formu- 
las. State estimates of consumption can 
then be added to obtain an overall esti- 
mate for the whole economy. State dif- 
ferences in consumption, savings, and in 
other important economic variables are 
brought to the surface and not hidden in 
a maze of symbols. In actual practice, 
independent state estimates need only 
be made for a relatively few states, be- 
cause of the concentration of income 
payments (see Table I). 

For many purposes of economic study 
the forty-eight states might well be 
thought of as different countries in which 
man made trade barriers and tariffs are 
not a serious deterrent to migration and 
commerce, and in which the populations 
speak the same language and have, more 
or less, the same tastes and social and 
economic institutions. Large differences 
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in resources and income exist, of course, 
in these “countries.” A study of the eco- 
nomic relationships among these forty- 
eight “countries” should throw some 
light on the more complex problem of 
international trade. 

As already pointed out, an attempt 
should also be made to make fuller use 
than is now done of the numerous data 
that are available by individual counties 
and cities. The productiveness of this 


work undoubtedly could be increased 
many times over if income and expendi- 
ture data for a relatively small sample of 
representative families were also col- 
lected on a current basis and made avail- 
able for study. With these three sets of 
complementary and interlocking data— 
state, city, and family—it should be pos- 
sible to attain a far better understanding 
than now exists of the determinants con- 
trolling consumer expenditures. 


A STUDY OF CONSUMER COOPERATIVE 
ASSOCIATIONS IN THE NORTH 
CENTRAL STATES 


HELEN G. CANOYER 


Epiror’s Note: The author, Associate Professor of 
Economics and Marketing of the University of Min- 
nesota, is now on leave of absence with the Distribution 
Division of the Bureau of Foreign and Domestic Com- 
merce. 


LTHOUGH only a small proportion of 
A the nation’s retail business is done 
annually by consumer cooperative asso- 
ciations—less than one per cent in 1942— 
in some regions they are of considerable 
importance. One such region is the upper 
Great Lakes area or the cutover region 
of the North Central States. 

By far the heaviest concentration of 
local societies of this so-called Finnish- 
initiated cooperative movement is in the 
Lake Superior district, a broad zone 
characterized by mining, lumbering, 
second-rate agriculture and _ tourist 
trade, bordering Lake Superior in north- 
eastern Minnesota, northern Wisconsin 
and Upper Michigan. In this sparsely 
populated area of which Superior, Wis- 
consin and Duluth, Minnesota form the 
trading center, the local cooperatives and 
the Central Cooperative Wholesale (re- 
ferred to later as C.C.W.), to which some 
130 societies belong, have done an in- 
creasingly greater proportion of the 
area’s business. 

Almost all of the local societies in the 
Finnish-initiated movement began op- 
erations with inadequate capital. Some 
even started as buying clubs, although 
most of them began as store societies. 
The lack of adequate capital has per- 
sisted through the years for many soci- 
eties and reflects not only the small sup- 
ply of capital in the region but also the 
problem of wise and economical use of 
funds obtained. 


An earlier study pointed out that this 
cooperative movement is an institu- 
tional social movement, the coherence 
and vitality of which are influenced by 
major sociological factors. In general its 
elements of weakness spring from the un- 
certainties of its incomplete adaptation 
to the American community. It is still a 
marginal institution with receding roots 
in the Finnish workingman’s culture on 
the one hand and with increasing soli- 
darity in the American community on 
the other. Like the cooperative move- 
ment as a whole these cooperatives have 
tended to adjust to social change and to 
meet economic crises as well. 

In a recent study by the author, an 
attempt was made to get a fair idea of 
the growth of all the societies which are 
members of the Central Cooperative 
Wholesale. These societies are widely 
diversified as to their location, age, size, 
membership composition, business and 
financial success, member relationships 
and leadership. However, as a group 
they have had considerable success. 


GROWTH 1932 AND 1939 


In Table I a comparison is made be- 
tween the years 1932 and 1939 and be- 
tween 1939 and 1942 with respect to 
their financial and operating condition. 
During the period 1932 to 1939, charac- 
terized by an upswing from depression 
bottom to a prewar peak of business ac- 
tivity, member equities increased 67 per 


1 The preceding two paragaphs paraphrase sections 
of Kercher, Kebker and Leland, Consumers’ Coopera- 
tives inthe North Central States, (Minneapolis: University 
of Minnesota Press, 1941). 
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cent. However, this increase may not be 
all that it appears to be. As a result of a 
program among cooperative accountants 
to unify accounting terminology on a na- 
tional scale among co-op groups, ac- 
counting terminology changed during 


of the capital structure of these societies 
in favor of share capital continued in 
1939: 

Of course cooperatives, because of 
their form of organization, will naturally 
have a larger proportion of capital in the 


Taste I. Data on CeEntTRAL CooperaATIVE WHOLESALE MEMBER COOPERATIVES 























Per cent Per cent 
0 of 
1932 1939 Change 1942 Change 
1932- 1939- 
1939 1942 
Total assets* $2,690,465 $4,200,332 | 56.1 $5,768,199 | 37.3 
Total current assets 1,650,868 2,427,516 47.0 3,693,808 52.1 
Cash on hand $141,921 $260,881 83.8 $543,127 108.2 
Accounts and notes re- 
ceivable 719,951 623,833 —13.4 418,780 —32.9 
Merchandise inventory 601,855 1,154,168 91.8 1,742,588 51.0 
Other current assets — — 180,680 
Invest ments' 187,141 388,634 107.7 808 ,633 133.8 
Deferred assets 36,407 112,901 | 210.1 _ 
Net value of equipment, 
land and buildings 1,003,190 1,659,915 65.5 2,074,391 25.0 
Total Liabilities 2,600,465 4,200, 332 56.1 5,768,199 37-3 
Total current liabilities 786,976 920,634 17.0 1,202,209 | 30.6 
Deposits and notes pay- 
able 502,501 —_ _ 
Accounts payable 167,777 _ 925,250 
Other current liabilities 116,698 — 276,950 
Fixed mortgage loans 129,617 316,129 | 143.9 od 
Member equities® 1,773,872 2,963,569 | 67.1 4,565,990 | 54.1 
1932 1939 Per cent 1942 Per 
0, 0 
Per cent Percent | Change Percent | Change 
of 0, 1932- of 1939- 
Sales Sales 1939 Sales 1942 
Net sales _ $ 5,224,776 12,486,877 139.0 |$ 20,209,366% 62.0 
Gross margin 048,163 18.2 2,142,822 17.6 3,227,058 16.0 
Total operating expense 902,665 17.3. 1,709,948 14.0 2,476,138 12.2 
Net trading income 45,498 9 432,874 3.6 750,920 3-7 
Stock turn — 6.9 times 8.7 times 26.1 9.9 times 13.8 
Current ratio 2.1to1 2.2tor1 3-1tor 
Number of member societies® 98 116 18.4 130, 12.1 
Number of individual members 27,882 41,267 48.6 47,981! 16.3 
Number of employees 570 980 71.9 1,053 7.4 
Percentage of C.C.W. total 
sales volume made to mem- 
bers 25.0 28.0 24.7 
Total Minnesota retail sales ($585 ,000,000% $1,017,195 ,000 , 1, 386,816,000" 6.3 
Total retail sales of the C.C.W. “oe 78-9 es . 
area 215 ,840,000% 244,155,000 28.2 





























> Including an oil cooperative, a bank in Superior, Wis., a creamery, and 2 boarding houses. 


In the main these investments should be considered as current 


© Termed in 1939 ‘‘net worth” and in 1942 
ae surplus. . 


assets. 
“member equities.” It is the total of paid-in share capital, reserves and other funds, and 


Cooperative sales were 1.4 ipa cent of the Minnesota state sales in 1942. 


© Societies holding stock in 
f vay to 116 societies which ie patronage dividends. 
his figure refers to Census year 1930. 


S ieee figure using 2.4 as Minnesota’s percentage of total retail sales in the United Sates. 


this period. In later years, therefore, it is 
not possible to separate paid-in share 
capital from undivided surplus and re- 
serves, which makes it impossible to de- 
termine whether the earlier over-balance 


form of shares than in the form of re- 
serves. It may be pointed out in this con- 
nection that such organizations should 
not overlook the fact that well-balanced 
surplus reserves provide an inexpensive 
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and secure form of capital whereas ex- 
cessive share capital, although indicating 
strong membership interest, may also 
prove a weakness during periods of 
prosperity. 

The ratio of current assets to current 
liabilities remained favorable during the 
period 1932-1939. Although the amount 
of cash in relation to payables indicated 
some shortage of operating funds, in gen- 
eral the financial strength of the group 
improved during the period. Moreover, 
while cash on hand increased 84 per cent, 
accounts and notes receivable decreased 
13 per cent which indicates a strong 
tendency toward the adoption of a cash 
policy—one of the original Rochdale 
principles. We shall note later on that the 
individual societies differ considerably 
on this point. 

The operating trend between 1932 and 
1939 was a healthy one as well. The shift 
toward a pay-as-you-go policy men- 
tioned in the preceding paragraph was 
accompanied by a 139 per cent increase 
in sales which, even when adjusted for 
rising retail food prices, shows an in- 
crease of about 116 per cent, although 
the number of consumer cooperatives 
holding shares in C.C.W. increased 
but 18 per cent and total membership 
of the societies increased only 49 per 
cent. During this time total undeflated 
retail sales in the state of Minnesota in- 
creased by 74 per cent (57 per cent when 
deflated), showing that the consumer co- 
operatives holding membership in 
C.C.W. experienced a much greater 
growth in retail sales than did the state 
as a whole. The percentage of total retail 
sales of this North Central area which 
was done by these cooperatives rose 
from about 2.4 per cent in 1929 to § per 
cent in 1939.” To be sure, five per cent is 

* The following counties comprised the C.C.W. area 


in 1929: 
Minnesota: Aitkin, Carlton, Crow Wing, Isanti, 


a small share of the total retail sales in 
this area; yet the fact that these con- 
sumer cooperatives doubled their share 
of retail sales in ten years is significant 
evidence of the slow but sure growth of 
this movement in the North Central 
States. 

Although from 1932 to 1939 average 
gross margin as a per cent of sales was 
somewhat reduced, operating expense as 
a per cent of sales was decreased three 
times as much; therefore, net trading in- 
come, as a per cent of sales, increased. 
Stock turnover also increased, indicating 
improved management and more careful 
buying. 


TRENDS 1939 TO 1942 


In Table I a similar comparison is 
made of the financial and operating con- 
dition of these cooperatives for the years 
1939 and 1942. Member equities in- 
creased $4 per cent, with a 12 per cent in- 
crease in member societies and a 16 per 
cent increase in individual membership. 
This is almost double the yearly rate of 
increase in member equities over the 
preceding seven year period with a 
smaller rate of increase in number of 
member cooperatives. 

However, since it has been estimated 
that there was a net decrease in the total 
number of retail establishments in the 
United States during this period, the 
North Central consumer cooperatives 
appear to have more than held their orig- 





Itasca, Koochiching, Lake, Pine, Red Lake, St. Louis, 
and Wadena. 

Wisconsin: Ashland, Bayfield, Douglas, Iron, Oneida, 
Price, Vilas, Washburn, and Lincoln. 

Michigan: Baraga, Delta, Gogebic, Houghton, Mar- 
quette, Ontonagon, Iron, Alger, Luce, and Chippewa. 

In 1939 the area covered the above counties plus the 
following: 

Minnesota: Clearwater, Kanabec, Marshall, Mille 
Lacs, Cook and Pennington. 

Wisconsin: Barron, Burnett, Rusk, and Sawyer. 

Michigan: Dickenson. 
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inal small position in the distribution or- 
ganization. Moreover, their current ratio 
improved somewhat as did their cash 
position in relation to accounts and notes 
receivable. Their net sales increased al- 
most twice as much as did Minnesota 
retail sales, and on the whole their op- 
erating trend was a successful one. 

An additional measure of progress for 
this type of retail unit and one which 
cannot easily be shown tabularly is the 
extent to which consumer cooperatives 
expanded into other lines of commodities 
and activities. Although a majority of 
these 130 retail cooperatives were largely 
grocery stores, they also handled a 
variety of allied lines such as meats as 
well as a great many dissimilar lines such 
as dry goods, electrical equipment, hard- 
ware and automobile supplies. Their 
lines were, of course, considerably re- 
duced after Pearl Harbor. Conversation 
with the managers of a selected group 
of these cooperatives* during the fall of 
1943 brought out that they plan to ex- 
tend this trend toward variety of com- 
modities and activities after the war. 

By and large, then, during the ten- 
year period, 1932-1942, so far as the 
financial and operating results go, this 
group of consumer cooperatives not only 
held their own but grew. However, as 
was pointed out above, the individual 
societies differ considerably with respect 
to their age, size, membership composi- 
tion, business and financial success, 
member relationships, and leadership in 
the community. And certain ones of 
them differ widely from the whole. In 
Table II changes in terms of percentages 
are given for eight cooperatives chosen 
from the 130 members of C.C.W. Let us 
examine the ten-year record of several 
of these cooperatives. 


* Cooperatives in the towns of: Brule, Cloquet, Ely, 
Floodwood, Hibbing, Orr, Spooner, and Virginia. 


INDIVIDUAL SOCIETIES 


One of the oldest and the largest of the 
consumer cooperative societies in point 
of sales is the Cloquet Cooperative Soci- 
ety, located in Cloquet, Minnesota, a 
town with a population of over seven 
thousand and situated about twenty 
miles southwest of Duluth. The coop- 
erative was organized in IgIo and its 
early years were ones of severe financial 
struggle. An examination of Table II 
will show that its financial and operating 
condition has been good during the ten- 
year period, 1932-1942. Moreover, it 
paid a patronage dividend in 1940 and 
1942 of over § per cent of its sales, one 
of three among the eight societies to 
pay such a high patronage refund. A 
partial explanation of the variation in 
patronage refunds among societies may 
very well lie in the fact that they base 
their cash prices on their strongest com- 
petitor, which in some cases is a cash 
and carry store whereas in others it is a 
full service independent. 

Although its growth in net sales was 
142 per cent between its lowest sales 
year, 1932, and 1939, net sales increased 
17.6 per cent in the period between 1939 
and 1942, reaching an all-high figure of 
$1,335,382. In 1939, which is the last 
year for which we have census distribu- 
tion data, this cooperative was responsi- 
ble for 35 per cent of Cloquet’s retail 
sales. Only one of the other seven con- 
sumer cooperatives visited by the author 
reached this record. 

The relationships of the Cloquet co- 
operative to other social groups and in- 
stitutions in the community seemed to be 
more favorable in 1942 than they were in 
earlier years. The community accepted 
the cooperative as it did any other insti- 
tution and there seemed to be no general 
antagonism on the part of independent 
business. The public schools followed the 
policy of buying from the cooperative as 
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well as from other enterprises. Although 
the isolationist attitude of the Finnish 
membership was still noticeable in com- 
munity affairs, there appeared to be sev- 
eral indications that this attitude was in 
the stage of change. Here, as in the other 
cooperatives visited, the point was made 
by those sympathetic towards, and in- 
timately connected with, the consumer 
cooperative movement that as younger 
members grow in number and influence, 
the cooperative’s position, influence and 
appeal in the community must perforce 
change. 

In contrast to this large cooperative is 
the small but influential Brule Coopera- 
tive Association located in Brule, Wis- 
consin. This is a small unincorporated 
village with a population of about 150, 
located some thirty-five miles east of 
Superior in one of the favorite tourist 
areas in Wisconsin. In the early years of 
this century, timber provided the main 
economic resource of the area, but today 
dairy products accourt for about 80 per 
cent of the local income, while forest 
products account for but 15 per cent. 
The predominating nationalities in the 
area are Finnish, Swedish, and Nor- 
wegian. Most of the people came to this 
area to work their trade as lumberjacks 
and miners and have remained on small 
farms which grudgingly yield annual 
cash incomes of about $500. 

The Brule cooperative was organized 
by two outside promoters in 1920, ten 
years after the origin of the Cloquet co- 
operative, as a money-making venture. 
The first year showed a loss of $6,000. 
The members then turned to the Central 
Cooperative Wholesale for help, and 
after considerable reorganization, the 
society began paying its way. The net 
sales of the Brule cooperative have 
been small: $60,555 in 1932; $83,951 in 
1939; and $96,291 in 1942.' However, fig- 
ures of net sales alone do not indicate the 


importance of the society in the com- 
munity. In 1942, the Brule cooperative 
sales represented over go per cent of the 
total retail sales for this small town. In 
addition, it provided the majority of the 
social and recreational opportunities in 
the community. In its educational and 
recreational program, this society is 
among the most active of the North 
Central societies. The financial and op- 
erating trend of the cooperative has been 
in the main a healthy one especially dur- 
ing the period 1932-1942. It has tended, 
however, in contrast to the Rochdale 
principles, to grant increasingly more 
credit since 1939. Another interesting 
feature of the operating health of the 
cooperative is the unusually large pa- 
tronage dividend paid in 1942, namely, 6 
per cent of the sales. 


CoMPETITION WITH RETAILERS 


The other consumer cooperative which 
provides the retail stores of its commun- 
ity with noticeable competition is the 
Virginia Cooperative Society, located in 
Virginia, Minnesota, which is about 
seventy miles northwest of Duluth in the 
heart of the Mesabi range district, one 
of the most important iron ore districts 
in the United States. In 1939 this small 
city had a population of more than 2,500 
and 218 retail stores with total sales of 
$7,487,000 of which the Virginia coop- 
erative was responsible for 31 per cent. 
This cooperative is also one of the oldest 
of the eight cooperatives visited by the 
author, having been organized in 1909. 
Its financial and operating condition 
has been good during the ten-year period 
and it distributed high patronage divi- 
dends equal to those paid by Brule in 
1942. In other respects this cooperative 
did not show unusual percentage changes 
during the ten-year period, indicating 
perhaps that it has reached a certain 
stage of maturity and stability. 
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During the last few years, the society 
has changed with respect to its advertis- 
ing policy, inasmuch as it carries no 
daily newspaper advertising and no 
theater advertising and does very little 
handbill advertising. It does do, how- 
ever, a great deal of radio advertising 
and uses the weekly newspaper for all 
of its newspaper advertising. 

Its labor relations policy is very lib- 
eral and the salaries and wages paid the 
clerks range somewhat higher than those 
paid by the other stores. An interesting 
change in the character of the member- 
ship took place between 1939 and 1942, 
namely, a considerable increase in non- 
Finnish members. Almost one-half of the 
members were non-Finnish in 1942, al- 
though the store continues to benefit 
from the unfaltering loyalty of the orig- 
inal Finnish members. The manager 


told the writer that it is his opinion that 
for cooperatives in towns the size and 
character of Virginia to continue to 


grow or to maintain their already estab- 
lished position, it will be increasingly 
necessary for them to appeal to the 
younger people who are less thoroughly 
indoctrinated with cooperative philoso- 
phy. It will, therefore, be necessary to 
use efficient management, good quality 
commodities, services, a wide variety of 
commodities, etc. as appeals to member- 
ship. To the extent that this becomes a 
reality, the costs of cooperative retailing 
will be increased and their competitive 
position in the retailing picture may be 
weakened. 

Although there was an active interest 
in cooperative education at the time this 
survey was made, the war had had a 
considerable and limiting effect upon the 
program. For example, the cooperative 
club and junior group were not active. 
What educational work has been done 
since 1940 has been in the direction of 
bringing non-Finnish people into the 


membership. This fact was noticeable in 
most of the eight cooperatives visited. 
The Virginia Cooperative Society oc- 
cupies a position of importance in the 
Virginia community by providing its 
members with recreational and social 
opportunities. It is supported by the 
schools and churches of the community. 
However, in a talk with a high school 
teacher who knows something of the 
business relationships in Virginia, it was 
pointed out that the business men, es- 
pecially the small independent business 
men, fear the cooperative—not only the 
Virginia cooperative but the consumer 
cooperative movement in general. 
Another cooperative which experi- 
enced an interesting change during this 
ten-year period is the Ely Cooperative 
Association, organized in 1926 and lo- 
cated in the small mining town of Ely 
on the Vermillion iron range in the ex- 
treme northeastern part of Minnesota, a 
summer tourist mecca of which the 
North Central area boasts a large num- 
ber. This cooperative had sales of 
$43,150 in 1932 which were increased 
262 per cent by 1939 and reached a total 
of $209,646 in 1942. However, in 1939 
the cooperative did but 6.4 per cent of 
the total retail selling in the town of Ely 
which has 109 retail stores. This store is 
located one block off the main shopping 
street and handles groceries and meats. 
Its rival Finnish competitor is the Ely 
Finnish Stock Company which is located 
on the main street and which is an older 
and larger cooperative store than the 
Ely Cooperative Association. Although 
this store is not affiliated with C.C.W. 
yet, it brings total co-op retail sales in 
Ely to about 15 per cent of the retail 
business of the city. The story behind the 
organization of the newer store involves 
a church disagreement which has long 
since lost its importance. The business 
people in Ely do not seem to fear the 








380 


THE JOURNAL OF MARKETING 





cooperative association but rather accept 
it as a business competitor. Moreover, 
the store provides its members with so- 
cial, educational, and recreational serv- 
ices but to a lesser degree than do the 
Cloquet, Brule, or Virginia cooperatives. 

Although the other four consumer co- 
operatives‘ are smaller, have exhibited 
fewer changes during the ten-year period 
1932-1942 and have occupied a position 
of less leadership in the community than 
the four societies discussed above, yet a 
study of the record of all eight societies 
makes it possible to draw several general 
and interesting conclusions. 


CONCLUSIONS 


1. The initial or pioneer period of 
somewhat rapid growth is past. No 
longer can societies depend on the loyalty 
of a nationality for growth. It will be- 
come increasingly necessary therefore to 
use other appeals to enlarge the mem- 
bership. This may mean, on the one 
hand, the end of the low cost non-service 
consumer cooperative with which we are 
familiar, or it may mean, on the other 
hand, a rather noticeable growth in this 
type of retail outlet. Which direction the 
movement will go will, of course, largely 
depend upon what the postwar period 
holds in store for consumers. 

2. During the period 1929-1939 both 
chains and cooperatives increased their 
share of total retail sales in the United 


* Cooperatives in the towns of Floodwood, Spooner, 


Hibbing and Orr. 


States whereas independent stores lost 
some of their share. Moreover, as the 
reader will note in Table III, the growth 
of cooperatives increased between 1935 
and 1939 whereas there was a relative 
reduction of sales of chain stores as a per 
cent of the total. The cooperatives in the 
North Central area showed about the 
same percentage increase as for the 
country as a whole. 


Taste III. Per Cent or Torat U. S, Rerair 
Sa.Les By Types oF OPERATION 











1932 1935 = 1939 

Independents 77.6 73-3 74-7 

Chains 20.3 23.3 21.7 
Farmer and Consumer Co- 

operatives 2 J of 





3. Even though the consumer co- 
operative movement may never be re- 
sponsible for a large percentage of total 
retail sales in the United States there will 
probably always be certain areas in 
which it is a powerful retail unit. These 
areas will no doubt be similar to the 
rural community of Brule where the co- 
operative not only sells the villager and 
the farmer all that he needs but satisfies 
his social and recreational needs as well. 
In addition, in such communities, as well 
as among small groups of people having 
an exceedingly high degree of homogene- 
ity of interests in larger towns and cities, 
the buying association and consumer co- 
operative provides a nucleus for social 
and political action. 
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THE MINNESOTA POLL 


ESEARCH CHEMISTS and engineers 
are perfecting tomorrow’s mer- 
chandise and consumer surveys are de- 
termining the likes and dislikes of the 
potential consumers. Where are these 
consumers located? 

To analyze one of the nation’s mar- 
kets, The Minnesota Poll, conducted as 
a public service by the Minneapolis Star- 
Fournal and Tribune, was established to 
determine the thinking and the buying 
desires of the people in Minnesota. 

One of the problems of interviewing 
has been the reluctance of respondents to 
answer long series of questions devoted 
to one subject. The Minnesota Poll, at- 
tempting to alleviate this problem, asks 
a variety of questions, interjecting pub- 
lic opinion subjects with postwar buying 
desires. Although this form of question- 
naire may not obtain comprehensive in- 
formation on all phases of a particular 
subject, the interest of the respondent is 
kept at a maximum throughout the en- 
tire interview. 

The Minnesota Poll can serve industry 
by showing the potential market in the 
state. With such information, a manu- 
facturer can evaluate his sales force, his 
merchandising program, and his advertis- 
ing in this area. 

Through his own research division, a 
manufacturer can determine the style, 
model, or design a potential customer 
will desire; and through the findings of 
The Minnesota Poll, the manufacturer 
can determine his potential sales in this 
market. 


METHOD 


The Minnesota Poll samples a scien- 
tific cross section of the state. This 
microcosm of Minnesota has been estab- 
lished with the assistance of the Re- 
search Department of the School of 
Journalism at the University of Minne- 
sota. With this carefully selected cross 
section which includes all the significant 
characteristics of the entire state, per- 
centage findings of The Minnesota Poll 
can be projected into the state’s 735,000 
familes to determine the potential sale 
of merchandise. 

Sixty-five trained interviewers are 
located in representative cities, towns, 
and hamlets in Minnesota. Each inter- 
viewer contacts a random selection of 
respondents in certain age, sex, and eco- 
nomic classifications. Minnesota has 
three large cities—Minneapolis, St. Paul, 
and Duluth—which comprise about one- 
third of the state’s population. Another 
one-third live in smaller cities and 
towns, with the remaining one-third liv- 
ing on farms. Interviews are obtained in 
these geographic areas in proportion to 
their percentages of the state’s popula- 
tion. 

To determine the accuracy of the 
cross section in Minnesota a series of 
control questions are asked which include 
occupation, education, nationality, po- 
litical affiliation, and telephone and 
automobile ownership. Other control 
questions used periodically include union 
affiliation, electricity on farms, religious 
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affiliation, and refrigerator ownership. 

In determining buying wants, The 
Minnesota Poll merely establishes the 
basic market, i.e., the number of units 
desired. A manufacturer knowing the 
approximate saturation sales volume in 
Minnesota can determine the best pos- 
sible merchandising methods to capture 
or dominate this market. 


REFRIGERATOR DATA 


A refrigerator manufacturer will be in- 
terested in knowing that, according to 
findings of The Minnesota Poll, 217,000 
families in Minnesota intend to pur- 
chase a new refrigerator after the war. 

Of these: 42,900 already own one and 
intend to purchase another; 174,100 do 
not own one now, but intend to buy one. 

Out of every 100 families in Minne- 
sota saying they intend to buy: 63 did 
not indicate whether they would buy a 
gas or an electric refrigerator; 33 say 
they intend to purchase an electric re- 
frigerator; 4 say they intend to purchase 
a gas refrigerator. 

The potential refrigerator purchasers 
have been cross-checked by residence 
and by economic groups. Three in every 
10 families in cities intend to buy. Of 
these, 30 per cent own a refrigerator 
now. One in every 4 families in towns 
intends to buy. Of these, only 10 per 
cent own a refrigerator now. One in 
every 3 farm families intends to buy; 
very few own a refrigerator now. 

With very few farmers owning re- 
frigerators now, new methods of adver- 
tising and merchandising techniques 
may have to be developed to sell the 
70,000 farmers in Minnesota who plan 
to purchase a refrigerator. 

Will the same merchandising tech- 
niques sell families in the different eco- 
nomic groups? One family in every 4 in 
the top economic level intends to buy. 
Of these buying, about 66 per cent al- 


ready own a refrigerator. One family in 
every 5 in the above average group in- 
tends to buy, with about 50 per cent of 
the prospective buyers already owning 
one. Two families in every 7 in the mid- 
dle class group intend to buy, with 
about 25 per cent of the prospective 
buyers already owning one. One family 
in every 3 in the lowest economic level 
intends to buy, with very few owning a 
refrigerator now. 

The average age of refrigerators owned 
by Minnesotans is almost seven years. 

With this information, a manufac- 
turer can make preparations for the post- 
war market. Two new fields are open to 
him, first, the farm group, and second, 
the lower economic groups. Will it be 
necessary to establish new distribution 
agencies? Are present outlets adequate? 
What sales technique must be used to 
sell these groups? These are some of the 
questions that must be answered by a 
manufacturer on postwar selling. 

The appliance survey also shows that 
106,500 Minnesota families intend to 
buy a water heater, 142,100 intend to 
buy a washing machine (over half al- 
ready own one), and 104,200 intend to 
buy an electric iron. 


AUTOMOBILES AND AIRPLANES 


Automobiles will be a very important 
“first” after the war, according to an- 
swers given to the question: “‘What is the 
first thing you expect to buy after the 
war?” 

Projected percentages show these re- 
sults: 110,307 families expect to buy a 
new car before anything else after the 
war; 73,538 families expect to buy a new 
home first; 58,830 families expect to buy 
a new refrigerator first; 44,128 families 
expect to remodel their homes first; 
29,415 families expect to buy new furni- 
ture first. 
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In another more specific survey de- 
voted to postwar automobile buying, 29 
per cent anticipate purchasing a new 
automobile, but 34 per cent intend to 
buy new tires for their present car. Pro- 
jecting these percentages, The Minne- 
sota Poll finds that 213,000 families 
would purchase a new automobile, 
while 250,000 are interested in new tires. 

When do these car-buying Minne- 
sotans plan to purchase these automo- 
biles? Some 24,000 would like to pur- 
chase a new automobile within 30 days 
after production; 90,000 will wait six 
months; 83,500 will wait twelve months. 

Minnesotans want 198,500 automo- 
biles during the first year after pro- 
duction is started. This will mean a 
tremendous market in comparison to pre- 
war years when the number of new auto- 
mobiles sold and registered in Minnesota 
was as follows: 86,633 in 1940; 89,205 in 
1941; 12,235 in 1942. More new auto- 
mobiles will be wanted in Minnesota the 
first year they are available than have 
been purchased in Minnesota since 1940. 

Another important postwar problem 
will be aviation. How many people are 
planning to fly, planning to buy an air- 
plane? One in every five Minnesotans 
wants to own an airplane after the war. 
This would represent approximately 
154,000 potential sales. In contrast to 
this future prediction, there were only 
556 planes and 2,628 pilots in Minnesota 
on January 1, 1944 (military ships and 
pilots excluded) and a peak of 833 air- 
craft in 1940. 

While these projected findings cannot 
be taken as an accurate forecast of the 
number of persons who actually will be 
flying after the war, they point to a wide- 
spread public inclination to take to the 
air. The 154,000 persons desiring a plane 
after the war include all economic levels. 
If only the “above average” and “top 
economic” groups are considered as the 


potential market, that is, those persons, 
who, on the face of it, are financially able 
to purchase airplanes, a market of 
30,000 planes exists. 

In this survey, as in others, The 
Minnesota Poll establishes the basic 
market—it does not attempt to deter- 
mine a person’s preference for a heli- 
copter vs. a monoplane or style of design 
desired. Here the aviation industry can 
merchandise its wares, creating a de- 
mand for practicable features rather 
than any dream fantasy now in the 
minds of the enthusiasts. 


OTHER DaTA 


Many economic experts say that 
building will furnish the greatest post- 
war boom. 133,000 Minnesota families 
would like to build or buy a new home 
within three years after the war. But, 
when the next question, “Would you 
plan to do so if homes cost approxi- 
mately 25 per cent more than before 
the war?” is asked, there is a hesitancy 
on the part of two in every five families 
planning to buy or build. This means ap- 
proximately 52,000 families will not be 
building should prices be higher after 
the war. Should contractors and manu- 
facturers give more thought to inex- 
pensive homes rather than to extra con- 
veniences in postwar homes? Can these 
families be sold on pre-fabricated homes? 
Merchandising will be just as important 
in postwar building as in refrigerator 
selling. 

About 134,000 Minnesota families in- 
tend to purchase a kitchen range after 
the war. Of these: 46,500 already own 
one and intend to buy another; 88,300 
do not own one now but intend to buy 
one. 

Out of every 100 families in Minne- 
sota saying they intend to buy a kitchen 
range: 47 did not indicate whether they 
will buy a gas or an electric range; 39 
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say they will purchase a gas range; 14 
say they will purchase an electric range. 

If a manufacturer sells only gas ranges, 
then he has a potential gas range market 
in Minnesota of 52,000 sales. If a manu- 
facturer is interested only in potential 
electric range customers, 19,000 families 
constitute the present market. There are 
still 63,000 families who have not de- 
cided as to the kind of range they desire 
and they become an additional market. 

Manufacturers will have a major 
problem when they reconvert to civilian 
production after the war. Surveys, such 
as The Minnesota Poll conducts, can 


show a manufacturer or industry the po- 
tential market in individual states. 

Nationwide surveys, consumer panels, 
and customer questionnaires will inform 
a manufacturer as to the size, shape and 
style his product must be to be accept- 
able to his customers. 

Statewide surveys will inform a manu- 
facturer of his basic market in each area, 
aid him in determining his merchandis- 
ing and distributive procedure for that 
area. 

Lioyp E. Bore, Director 
The Minnesota Poll 
Minneapolis, Minn. 


THE AMERICAN SOLDIER AS A PURCHASER IN SOUTHERN ITALY 


soldier in the world, finds himself 
with a pocketful of money in a country 
where there exists a strong sellers’ mar- 
ket. As a result of disproportionate pur- 
chasing power and buyer competition 
over limited supplies of goods, prices 
have risen, an extensive black market 
has been stimulated, and a _ severe 
“squeeze” exerted on civilians and on 
the military personnel of other nations 
now stationed in occupied Italy. 


ip ITALY the American GI, highest paid 


PurcHASING Power DIFFERENTIAL 


When the GI wants to buy an article, 
price is a minor consideration, and de- 
sire becomes the chief determinative 
factor in effective demand; emotional 
buying motives dominate. It is no un- 
common sight to see a GI paying $150 
for a camera which he knows is worth 
but $20 or $25. Both the buyer and the 
seller know that if one GI doesn’t buy 
for the stated price, some other GI will. 


1 Actually, soldiers of certain other nations have 
higher salaries. 


Normally, the American private will 
have at least twice as much ready cash 
available for spending as has the private 
of any other nationality stationed in 
southern Italy. The payroll differential 
is enhanced by the GI’s operations as a 
seller in the black market. He can sell 
on the black market for a substantial 
price a carton of cigarettes which cost 
him fifty cents. Unscrupulous GI’s also 
can sell rations and equipment and gifts 
from home for extremely high prices. 
Severe court-martial penalties for con- 
victed violations of such illegal opera- 
tions seem to be but a small deterrent 
to this increment to a GI’s purchasing 
power. 


Buyer CoMPETITION AND THE 
CIv1LiAn “SQUEEZE” 


GI buyer competition has become 
marked in gift and souvenir lines, in food 
lines where various mess organizations 
have competed for available supplies of 
fresh vegetables and produce, in wine 
lines where groups have competed to 
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stock their bars, and in recreational and 
service fields. A common complaint in 
areas first occupied by the British and 
later by Americans is that of the British 
soldier who says, ‘““The Americans have 
bid up the prices and have spoiled it for 

s.”’ The complaint is made by veteran 
Gl’s, too, who have seen prices rise 
steadily with the advent of more and 
more American troops. 

Vegetable venders are wary of trying 
to enforce high prices when dealing with 
the buying officers of non-American 
military organizations because of the 
danger of stock confiscation. Instances 
are known where British and Italian 
mess officers have confiscated a vender’s 
stock when he tried to hold to excessive 
prices. In luxury lines where confiscation 
is not practiced, a take-it-or-leave-it 
policy usually is followed by the mer- 
chant except for minor price concessions 
when the buyer is an especially good 
higgler. But the longer Italians deal with 
American GI’s the less ready they are to 
higgle over price. 

It is impossible to estimate accurately 
the amount of “squeeze” on civilians 
and on non-American military personnel 
because in many areas several sets of 
prices may be in effect on like items at 
the same time. An article which would 
cost the American GI $20, for example, 
might sell to a British private for $15 
and to a civilian for $10. As combat lines 
move forward and as Americans become 
more numerous, however, there is less 
and less likelihood of the continuance of 
preferential price systems. 

In some instances competition among 
GI’s and officers has resulted in a 
“squeeze” on the enlisted man, and the 
GI, himself, gets a taste of the handi- 
caps in purchasing power which the 
soldiers of other nations face when trying 
to compete with him. 


OrHER ELEMENTS IN DISTORTED 
PuRCHASING SENSE 


Aside from the factor of purchasing 
power, there are other elements in the 
distortion of purchasing sense among 
American GI’s. One of these is the allied 
military currency, a convenience cur- 
rency which to the GI seems much 
easier to spend than it would be to spend 
a ten-dollar silver certificate. 

Another factor is that GI’s overseas 
have comparatively few places to spend 
money. Many units are situated in re- 
mote areas where stores are not in easy 
reach and where there are few monetary 
outlays other than poker games, drinks 
at the enlisted men’s bar, the purchase of 
money orders and air mail postage, ‘the 
buying of post exchange rations, and the 
like. When the GI gets to town on his 
day off, there is within him a pent-up 
desire to buy something. The mere fact 
that in making a purchase, even with 
supplies limited, he can exercise a certain 
freedom of choice helps him find release 
from the regimen of camp life. 

There is a strong desire within the men 
to make their camp as comfortable and 
as livable as possible. This often borders 
buying motives which might be termed 
those of conspicuous consumption. One 
tent group buys a radio; a neighboring 
tent sees the radio and wants one just a 
little better. 

Finally, purchasing sense is lessened 
because purchasing power is strongly 
concentrated during the first week of the 
month and with this concentration comes 
the tendency aniong GI’s to “splurge.” 
Men are paid on the last day of each 
month and cash is plentiful. By the mid- 
dle of the month cash is running low and 
the men borrow funds or turn to sellin 
in the black market to replenish their de- 
pleted funds. 





THE FOURNAL OF MARKETING 





REMEDIAL MEASURES 


Within most cities and towns the 
allied control commission and the Ameri- 
can military government agencies have 
set up standards for fair prices. If a 
merchant sells for higher than the ap- 
proved price and is caught, his establish- 
ment will be boycotted by the military 
authority. Several shop windows on the 
Via Roma in Naples display signs read- 
ing, “This establishment out-of-bounds 
to Allied troops because of excessive 
prices.” At best, however, enforcement 
of approved price lists is imperfect. 

An effort has been made by the armed 
forces to alleviate the soldier’s shopping 
problems where goods shortages, trans- 
portation difficulties, and other handi- 
caps are concerned. A rather effective 
post exchange system has been estab- 
lished and maintained to meet the men’s 
day-to-day needs for convenience goods. 
Rations are issued once each week to 
men holding official ration cards. 

Gift purchasing has been made easier 
for the GI by the establishment of spe- 
cial gift-shops and by the creation of a 
mail-order program. Through the Army 
Exchange Service, the serviceman can 
buy bonds, magazine subscriptions, 
books, perfumes, flowers, toys, toiletries, 
leather goods, men’s furnishings, and 
jewelry and have them delivered to 
friends in the United States. The Ex- 
change Service sends out mimeographed 
gift and price lists to field organizations 
where orders are submitted by the men 
through their special services officer. 

Despite the apparent convenience of 


the Exchange Service system, in some or- 
ganizations less than 25 per cent of the 
total enlisted strength submit orders. 
Chief among the criticisms forwarded 
by the men is that order lists are not al- 
ways accompanied by illustrations of the 
articles. Men state that they like to have 
some idea of the appearance of the items 
they order. Others express fear that de- 
liveries will not be made on time, but 
such a fear seems to be unfounded in the 
light of the experience of those who have 
used the service. Most men seem to pre- 
fer to forward to friends or relatives the 
money for the purchase of gifts and re- 
membrances. 

Finally, it should be pointed out that 
in an attempt to curtail excessive pur- 
chasing power, men in command have 
issued directives urging enlisted person- 
nel to send as much money home as pos- 
sible. The men have been appealed to on 
the grounds that most merchandise in 
Italy is excessively priced, that a back- 
log of savings will be useful to the re- 
turning serviceman, and that, in general, 
“it just isn’t good sense to spend money 
lavishly over here when it’s not likely to 
do the buyer any good.” These warnings 
and suggestions are well-founded and in- 
dicate that military leaders are cog- 
nizant of purchasing power and pur- 
chasing problems of the GI in Italy. 
Whether such directive “suggestions” 
will correct the situation is doubtful. 

T. E. Bearrie* 
University of Illinois 
* Just as this issue goes to press, the editors have re- 


ceived word that Sgt. Beattie lost his life in action in 
Italy. 


A METHOD OF COMPARING HOME-MORTGAGE FINANCING COSTS 


HE PROSPECTIVE home builder, start- 
Spa out in search of the most eco- 
nomical financing plan, may travel a 
long and tedious road without arriving 


at a rational decision. The abundance of 
mortgage funds, the entrance of the 
government into the field of home financ- 
ing, and downward pressure on the gen- 
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eral interest rate have undoubtedly 
stimulated competition among lenders; 
but, as in so many markets for goods and 
services, a variety of pricing schemes 
complicates direct cost comparisons. 

As is generally understood, most 
quoted interest rates are nominal rates, 
whereas the only completely satisfactory 
method of measuring the cost of bor- 
rowed money is to state the effective 
rate. Thus, a rate of 5% on a $100 loan 
is effectively 5% per annum if $5 in in- 
terest is paid at the end of the loan 
period of one year. The effective rate 
rises above the nominal rate when, for 
instance, interest is computed and paid 
monthly at 1/12 the nominal rate. 

In the case of instalment or amortized 
loans the effective rate may rise to sev- 
eral times the nominal rate, unless the 
nominal rate divided by the number of 
instalment periods in a year is applied 
periodically to the reducing principal. 
Even in the latter instance a discrepancy 
between nominal and effective rates per- 
sists. In a typical case, a 20-year amor- 
tized loan calls for monthly payments 
of $6.60 per $1,000 of initial debt. Refer- 
ence to annuity tables shows that $6.60 
is the amount required to retire a $1,000 
debt in 240 months at the rate of 5/12 
of 1% per month. The nominal rate of 
interest is 5% (125/12 1%) but the 
effective rate, because of the frequency of 
conversion, is about 5.12%. An effective 
rate of 5% requires a monthly conver- 
sion factor of .00407 as compared with 
.00416, the equivalent of 5/12 of 1%. 

What seems to be more practical in- 
terest to borrowers, since lenders are un- 
likely to bind themselves to stipulated 
effective rates of interest, is the relation 
between the contract interest and the 
various fees and service charges inci- 
dental to negotiating the loan. The bor- 
rower, regardless of the justice or neces- 
sity of these expenses, can do no better 


than to consider all charges, except fees 
actually and necessarily paid out to a 
public officer, as equivalent to an in- 
crease in the interest cost of the loan. 
(After all, the 6% discount on a bank 
loan covers the bank’s overhead and 
other services connected with the lending 
operation.) Whether such fees are paid 
at the time of making the loan or are 
added to the original principal, they 
represent an additional cost of borrowed 
money. Such costs may be regarded as 
the present value of a series of payments 
which otherwise might have been met by 
a somewhat higher interest rate through- 
out the life of the loan. Without making 
this assumption it is impossible to com- 
pare, for instance, the relative advan- 
tages of borrowing at 5% from lenders 
who collect no fees and of using 44% 
funds with financing charges added. 

As shown in the accompanying table, 
on a debt of $1,000, assuming amortiza- 
tion in 20 years, the monthly instalment 
increases from $6.33 at a nominal rate 
of 44% to $6.60 at 5%. The difference, 
$.27, considered as an annuity extending 
over the life of the loan and discounted 
at 4% per month, has a present value of 
$37.69. In other words, an increase of 
$.27 in the monthly instalment is 
equivalent to a single payment of $37.69 
at the time of making the loan. If 
financing charges amount to less than 
$37.69 per $1,000 of loan, it would be 


Cost ComPARISONS ON A $1,000 20-YEAR AMORTIZED 
Loan at Dirrerent Rates or INTEREST 








Present 
Value of 
Excess 


(at .5% per 


month) 


Monthly 
Instalment, 
Principal 
and 
Interest 


Excess 
Over 


44% 
Rate 


Nominal 
Rate 
per 
Annum 





44% : -_ 

5% ° $.27 
54% . 55 
6% : 84 


$37.69 
76.77 
117.25 
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more economical to borrow at 44% and 
pay these charges than to borrow at 5%, 
with or without added fees. If, as some 
borrowers have observed, large fees are 
associated with relatively low interest 
rates (F.H.A.-insured loans, for in- 
stance), it is pertinent to verify the 
amount of such charges necessary to eat 
up the saving in interest on a 5% loan 
as compared with a 6% obligation. There 
is room for a difference of opinion on the 
proper rate for capitalizing the saving; 
but an assumed rate of .5% per month 


has the effect of putting the /Jowest 
plausible value on such savings. 

The foregoing table represents an 
oversimplified illustration of the princi- 
ple under discussion. For practical pur- 
poses it might be worthwhile to elaborate 
and publish for the convenience of post- 
war home owners tables covering the 
most common situations with respect to 
interest rates and loan periods. 


Rosert S. SMITH 
Duke University 











Research in Marketing Completed 


and in Progress 


Editor, RALPH F. BREYER 
Associate Editors: Heten G. Canoyver, Joun H. Freperick, E. R. Hawkins 








Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. 


List or GENERAL HEADINGS 


1. Advertising 
2. Selling—Personal 


Commodity Studies 


3. Industrial Marketing 

4. Marketing Farm Products 

5. Marketing Minerals 

6. Marketing Services 

7. Producers’ Marketing of Consumer 

Goods 

8. Product Analysis 

g. Consumer Studies 
10. Cost of Marketing 
11. Foreign Trade 


Functional Marketing 


12. Co-operative Marketing 

13. Credit—Mercantile and Retail 
14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 


Government and Marketing 
18. Federal, State, Local Regulation 
Ig. Taxation 
20. Marketing Theory 
21. Prices and Price Policies 


Statistics 
22. General Market Statistics 
23. Market Area Studies 
24. Research Technique 
25. War—General 
26. Miscellaneous 


1, ADVERTISING 


1.1 The Blue Book. American Newspaper 
Publishers Association, New York, 1944, 
pp. 174. (Out of print.) 


A report, in the sixth annual edition of 
case histories, of how wartime advertising 
has come “‘of age” in 1943-44 and begun to 
lay the foundation for reconversion to peace. 
Factual case histories of 77 campaigns are 
presented. Significant advertisements from 
all of the 77 campaigns are reproduced, 
along with detailed case histories of the prob- 
lem facing the advertiser, the method of its 
solution and the results attained, with each 
case history documented further by a state- 
ment from the advertiser or his agency or 
both. The reports were selected from more 
than 250 entries by agencies and advertisers, 
by far the largest number entered for “The 
Blve Book” since its first issue in 1939. 

To aid in practical use of the book by ad- 
vertisers and agency personnel, an exhaustive 
index of 11 pages has been included, featur- 
ing a special index of wartime problems as 
faced by advertisers whose campaigns are 
covered in the book. 


1.2 The Scientific Method for the Deter- 
mination of a Newspaper’s Advertising 
Value. St. Louis Globe-Democrat, St. 
Louis, 1944, pp. 285. 


This unique presentation contains the 
analyses and color charts of the customer- 
characteristics of 124 of America’s leading 
retail institutions; also the charted reader- 
ship-characteristics of the three St. Louis 
newspapers. It enables one to make 124 
practical demonstrations of “‘scientifically” 
determining a newspaper’s advertising value 
by a simple, quick visual comparison of the 
customer-character of each store with the 
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readership-character of each of the three St. 
Louis newspapers. In addition, it contains 
much other information concerning mer- 
chandising and advertising and the profit- 
able building of a business. 


1.3 ‘*‘Want to Sell the Farmer? Then Key 
Your Appeal to the Life He Leads.” 
Julian Snyder, Sales Management, 
October 15, 1944. 


In this article the Vice-President of an 
advertising firm, Erwin, Wasey and Com- 
pany, tells how his agency changed its ad- 
vertising policy in regard to the farm market. 
Amazed to learn that advertisers were spend- 
ing only 5 per cent of their appropriation to 
reach the rural market, the agency set out 
to learn why, and also how the situation 
could be changed. As a result of interviews 
with agricultural engineers, professors and 
equipment manufacturers, several interest- 
ing campaigns were evolved. 

As an approach to the farm market, the 
author suggests a research study to deter- 
mine the following facts. (a) Character of the 
farmers needs for a product; how the product 
is used, where, when and how often, and 
other uses that might be advertised to the 
farmer. (b) The farmer’s buying habits with 
respect to a product, how long he waits be- 
fore he buys, who buys and where, how far 
it is to the place where he buys, and how 
often he visits it. (c) Psychological, social 
and mode-of-living differences between the 
farmer and the urban dweller and why these 
differences make some advertising copy suit- 
able or unsuitable. (d) Farm market statis- 
tics, population, the farmer’s relatively large 
spendable income, the fact that the income 
comes in lumps rather than as regular wages, 
and the total potential sales possibilities in 
the farm market. (e) Reading habits of the 
farmers. 


1.4 Advertising Fresh Fruits and Vegetables, 
II. Raymond D. Tousley, Harvard 
Business Review, Avtumn Number, 
1944. 

This continuation of the author’s study 
reported in THE JOURNAL OF MARKETING for 

October 1944, pp. 165-166, is directed par- 


ticularly to two questions: (a) Can fresh 
fruits and vegetables be advertised success- 
fully? (b) What are the relative merits of 
state-sponsored advertising and advertising 
by cooperatives? 

The author concludes that “when condi- 
tions are favorable, advertising can be made 
effective.” This conclusion is supported by 
the fact, for example, that prices of Wash- 
ington apples (advertised) have generally 
been higher than prices of other (unadver- 
tised) apples. Also, increases in total sales 
have tended to be greatest where the adver- 
tising expenditures per 100 population have 
been highest. The conclusion is held in spite 
of the fact that some unadvertised commodi- 
ties such as lettuce have shown as marked 
increase in consumption as those advertised. 

The advertising of strong cooperatives is 
likely to be more effective than state-spon- 
sored programs. This is true in part because 
“Cooperatives use advertising as one phase 
of an integrated program of production and 
marketing; states are likely to use advertis- 
ing too often as a substitue for such an in- 
tegrated program.” 


1.5 An Appraisal of Mortgage Advertising. 
Paul M. Gregory, Harvard Business 
Review, Autumn Number, 1944. 


This article, like many others in the field 
of marketing, combines survey and experi- 
mental evidence on some points with arm- 
chair reasoning on others. The first sentence, 
for example, refers to “the rapid growth of 
mortgage advertising in the past ten years,” 
but no evidence is presented concerning the 
level either before or after the growth. Some 
quotations from and paraphrases of adver- 
tisements are given to illustrate the use of 
competitively low interest rates as an appeal, 
but then the unsupported and unillustrated 
statement is made that “with the majority 
of lenders, however, advertising emphasizes 
features other than rates and terms;... it 
often contains an emotional appeal and . 
may induce overborrowing.” 

Actual surveys are reported to establish 
such points as: the best advertising medium 
for mortgage lenders is the newspaper al- 
though radio is growing in importance; gov- 
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ernment agencies entered the field in the 
’30s apparently in an attempt to relieve un- 
employment in the construction field; there 
has been a decrease in cooperative in favor of 
competitive advertising; advertising expen- 
ditures of savings and loan associations 
amounted to slightly less than 3 per cent of 
their gross operating income in 1938-1940; 
this expense amounted to 3 of 1 per cent of 
total new business or about 7 per cent of 
total interest received on this new business. 

In conclusion the author suggests that the 
policy of aggressive selling which was ap- 
propriate during the depression of the 1930’s 
is not sound for the present conditions, and 
that the government and the. long-range 
lending agencies might well cooperate in the 
effort not only to reform the mortgage mar- 
ket but also to exert countercyclical pressure 
in the home-building industry. 


1.6 What Does It Cost to Advertise? 4d- 
vertising and Selling, December, 1944. 


This is a brief description of the Federal 
Trade Commission’s all-inclusive report on 
advertising. A table taken from the Com- 
mission’s report gives advertising, selling, 
and delivery percentages by industry classi- 
fication for go industries. 


1.7 A Cost Analysis of Pharmaceutical Ad- 
vertising is an M.B.A. report recently com- 
pleted at the University of Chicago by Frank- 
lin T. Branch. 


1.8 The 1944 Iowa Radio Audience Survey. 
Station WHO, Des Moines, 1944, pp. 


97- 


This is the seventh consecutive survey to 
be made of radio listening habits and prefer- 
ences of Iowa listeners. Of the 8,513 families 
questioned in April and May of 1944, 3,121 
lived in cities of more than 2,500 population, 
1,661 lived in villages with fewer than 2,500 
inhabitants and 3,731 lived on farms. On the 
basis of the 1940 Census, these figures repre- 
sent one interview for each 100 urban fami- 
lies in the state, one interview for each 97 
village families, and one interview for each 
61 farm families. This study is, therefore, 
one of unusually good coverage and the in- 


formation contained therein, supplied by the 
8,513 lowa men and women, can be ac- 
cepted as representing, with reasonable ac- 
curacy, the radio habits and preferences of 
the adult population of the state. 


1.9 U. S. Radio Ownership by Counties, 
1940-1944. Columbia Broadcasting 
System, New York, 1944, pp. 160. 


Despite the cessation of radio set manu- 
facture in May, 1942, because of the war, a 
nationwide growth of almost 3,700,000 radio 
homes since the Census of April, 1940, is in- 
dicated by this analysis of available data by 
the CBS research department. 

Such an increase in set ownership was 
made possible through stored-up production 
of 13,000,000 radio sets in 1941 and the 
pooling of some 20,000 secondary sets, 
“many of which became primary sets in 
new family units.” 

In preparing the study, CBS established 
a new figure for the total families in each 
county through population data given for 
war ration book No. 4 and a statistical 
analysis of Census data. New state data was 
acquired through studies of the locations of 
war industry centers and such growth fac- 
tors as the increase in individual income pay- 
ments, increased telephone ownership and 
the growth of electrically-wired homes. New 
radio family figures for each county were 
then derived from an examination of the 
internal growth patterns in each state. 

Tables in the study show population, fami- 
lies, and radio ownership for each of the 48 
states and the District of Columbia with 
totals for each county area. 


3. INDUSTRIAL MARKETING 


3.1 The Post-War Railway Market for 
Manufacturers. Simmons-Boardman 
Publishing Co., New York, 1944, pp. 
100. 


This is an appraisal by the editors of 
Railway Age, Railway Mechanical Engineer, 
Railway Engineering and Maintenance, and 
Railway Signaling. It points out that the 
future market offered by the railways of the 
country is largely to be determined by the 
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manufacturers of products used by them. 
The railways will have a large amount of 
money to spend in the immediate postwar 
years, but not all nor perhaps even most of 
this will be spent in routine fashion for the 
same products that these carriers have pur- 
chased in the past. 

The railway industry is alive to the fact 
that it has entered upon an era of rapid and 
fundamental change and that its expendi- 
tures must be of a character adapted to meet 
the new conditions, especially the competi- 
tive conditions, which will face it. This 
means that railways will be more discrimi- 
nating buyers than ever before; that the 
bulk of their expenditures will be for prod- 
ucts which manufacturers can and do prove 
will be more useful in improving the econ- 
omy and quality of railway service than any 
alternative products. 

It is the belief of the authors that the op- 
portunities of manufacturers for a large and 
profitable railway market were never better 
than they will be in the postwar period, but 
that the business will go mainly to those 
manufacturers who study the rapidly chang- 
ing requirements of their railway customers, 
and adapt their products and sales efforts to 
those requirements. 


4. MARKETING FARM PRODUCTS 


4.1 University of Illinois 


4.1.1 Farm Products’ Sales. A series of 
studies by Dr. L. J. Norton includes one on 
the sales of Illinois farm products and their 
relation to the national income, 1924-1943, 
and the implications of a lower income; an 
analysis of the statistics regarding number 
of persons employed in the food processing 
industries in Illinois counties and the possi- 
bilities for their expansion; and an analysis 
of the statistics of farmer cooperatives in 
Illinois (including membership and volume 
of business by commodities), the extent of 
cooperative activity beyond country points, 
the extent of processing by cooperatives, and 
the possibilities for further cooperative ac- 
tivity. A study of the financial operations of 
agricultural cooperatives in Illinois is now 
in progress. 


4.1.2 Dairy Products. Asurvey by Mr. R. J. 
Mutti of prices paid farmers for milk by 
manufacturing and bottling plants in the 
different counties of the state, as well as the 
retail prices to consumers, was made in 1944. 
A wide range of prices paid in different sec- 
tions was found. In another study the 
seasonal variation provided in dairy feed 
production payments was compared with the 
1938-1942 average seasonal variation in 17 
different fluid milk markets in Illinois. 

An analysis of the relation of milk produc- 
tion and cream sales to the number of cows 
milked in Illinois counties, and the volume of 
cream sales per 100 acres of land area, was 
completed in October 1944. A study now in 
progress is analyzing the growth and devel- 
opment of dairy product manufacture in 
Illinois. 


4.1.3 Fruits and Vegetables. Mr. R. A. Kelly 
conducted an experimental study in coopera- 
tion with three grocery concerns operating 
several retail stores to secure data on bruising 
and spoilage during shipment of peaches 
packed in different types of containers, and 
to determine consumer acceptance of pack- 
ages containing less than one bushel of 
peaches. 

A survey of the fruit and vegetable co- 
operatives operating in Illinois was made to 
ascertain kinds and volume of commodities 
handled, existing facilities, and the need for 
and cost of additional facilities. 


4.1.4 Grain. A study of corn production in 
relation to livestock numbers in each IIli- 
nois county as compared with the counties 
in which corn sales were restricted by a War 
Food Administration order was made by 
Professor L. F. Stice and Dr. L. J. Norton. 
This study also compared the increases in 
feed production and livestock production 
from 1940 to 1943 within Illinois. 


4.1.5 Livestock. A study by Dr. R. C. Ashby 
of the channels used by Illinois farmers in 
marketing livestock has been completed. Six 
general marketing areas were designated, 
and the percentage of total sales and total 
purchases through different channels was 
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determined by classes of livestock for each. 
This study emphasized the importance of 
securing a representative sample in market- 
ing studies. 

Dr. Ashby also completed a study of 1944 
market and return loads of livestock trucks 
at three Illinois central markets. Opinions 
on the service given by recapped and syn- 
thetic tires were secured, and data on the 
need for tire replacements and new trucks, 
and the number of operators quitting busi- 
ness, were obtained. The study disclosed 
that the percentage of full loads inbound was 
higher in 1944 than in 1943, and that the 
pickup mileage per truck trip was lower than 
in 1943. 


4.2 War Food Administration 


4.2.1 Cotton Sampling. Demonstration units 
of a mechanical sampling device developed 
in the Cotton and Fiber Branch of the Office 
of Marketing Services have been in opera- 
tion in three commercial gins during the 
1944-45 ginning season. This device is re- 
garded as a very significant development in 
connection with the marketing of cotton. 

It can be installed with any standard gin 
equipment and the sample, which is ob- 
tained automatically, represents the cotton 
throughout the entire bale rather than just 
on the two sides of the bale as is the case 
with the present system of sampling. Fur- 
thermore, the use of this equipment obvi- 
ates the need for cutting the bales for sam- 
ples, which has long been looked upon as an 
objectionable practice in the marketing of 
this commodity. 

As a matter of fact, sampling is quite gen- 
erally regarded as one of the weakest spots 
in the cotton marketing system. Practically 
all bales are cut several times between the 
gin and the cotton mill, a practice which in 
large measure is responsible for the unsatis- 
factory appearance of the bale. Fees for 
sampling, together with the loss of cotton 
incident to the sampling procedure, repre- 
sent a significant part of the spread between 
grower and manufacturer prices. In addition 
to the extra cost involved and the damage 
to the bale, present methods of sampling do 
not and cannot provide samples that are 


truly representative because the quality is 
not always uniform throughout the bale. 


4.2.2 Central Cotton Markets. Field work was 
completed recently on a study of central 
cotton markets which is being made by the 
Cotton and Fiber Branch of the Office of 
Marketing Services. This study is designed 
to provide a basis for evaluating procedures 
of marketing employed in the various mar- 
kets in terms of their influence upon price 
spreads between the farmer and the cotton 
manufacturer, and for evaluating trends in 
the assembling and distribution of American 
cotton particularly from the standpoint of 
effective integration in the marketing system 
of such public services as classification and 
price quotations. 


4.3 Bureau of Agricultural Economics 


A study of the postwar marketing situation 
for citrus fruits was begun in January. A pre- 
liminary report on the statistical position 
of the citrus industry with special reference 
to market outlets, prepared by Wendell T. 
Calhoun of the Bureau’s Western Region, 
will serve as a basis for part of the study. 
The project is being expanded to include, in 
cooperation with the New Orleans Regional 
Laboratory, a study of new citrus products 
and the problem of increasing the use of 
existing products. The study will also ex- 
plore additional domestic and foreign out- 
lets for citrus and citrus products. 


7. PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


7.1 Incentive Plan Pays Retailers Gradu- 
ated Bonus on Sales of Selected Items. 
E. P. Matthiessen, Printer’s Ink, 
December 29, 1944. 


This incentive plan was initiated by the 
Nyal Company in 1939; the author, who is 
president of the company, believes that after 
the war many companies will be forced to 
adopt similar plans. 

The extra profit plan, called the One-A- 
Day plan, is a simple one. Following a survey 
of the profit-volume record of Nyal’s items, 


the six which revealed the best profit-position 
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‘nationally were selected. Retailers were paid 
graduated bonuses on the six One-A-Day 
items as a group and not separately, the 
bonuses being paid on sales averaged for the 
fiscal year. In addition, the One-A-Day plan 
was set up as a club with a $5.00-a-year 
membership fee and the Nyal salesmen were 
given this new type of “‘product”’ to sell to 
the retailer. The object was to maintain 
promotional habits among the salesmen dur- 
ing the war period of easy selling. 


7.2 The Case for Descriptive Labeling. A. E. 

Stevens. 

The Case for Grades and Descriptions. 
Polly Gade. 

The Case for Mandatory Grades. Donald 
Montgomery. 

A.N.A. Sees Peril for All Brands in Com- 
pulsory Grade Labeling. Sales Man- 
agement, December 1, 1944. 


In these four fairly short articles are suc- 
cinctly stated three widely held though con- 
flicting views on the subject of grade labeling. 
The fourth gives the Association of National 
Advertisers’ viewpoint. As is pointed out in 
the editor’s note, there are those who propose 
mandatory grade labeling of a wide variety of 
products. Then, there are manufacturers and 
others who believe that voluntary grade 
labeling superimposed on brands and trade- 
marks benefits both the manufacturers and 
consumers. A third group, composed largely 
of manufacturers, believe in descriptive or 
interpretive labels and descriptions of their 
own choosing. A.N.A. holds out for descrip- 
tive labeling. It maintains that unless indus- 
try does an adequate job of descriptive 
labeling, brand names will lose the fight for 
continued use. 


7.3 Is Grade Labeling in the Interest of 
Consumer? Barbara Daly Anderson, 
Printer’s Ink, December 1, 1944. 


The author argues against mandatory 
grades and standards because such a system 
would restrict the normal incentive of busi- 
ness for improving products and would limit 
the consumer’s freedom of choice. 


8. PRODUCT ANALYSIS 
8.1 Bureau of Agricultural Economics 


8.1.1 At one of a series of conferences con- 
templated in connection with the Depart- 
ment’s postwar planning in the field of mar- 
keting facilities, the plans of manufacturers of 
refrigerator equipment, as related to progress 
in the frozen food industry, were discussed. 
The inter-bureau working committee spon- 
soring the meetings stressed the need for 
enlarging evaporators on current models of 
household refrigerators to provide more 
frozen food storage space, as well as problems 
in connection with the design of new farm 
and home freezers. The discussions also 
pointed to the need for design of retail dis- 
tribution equipment with an eye to a marked 
expansion in commercial frozen food sales, 
variety of products, and types of outlets. 
These problems will be the basis for similar 
conferences now being planned. 


8.1.2 The difficulty of reconstituting dried 
whole milk and dried eggs in the homes of 
civilian consumers is among the postwar 
marketing problems now being studied by 
the Bureau. A conference at which this prob- 
lem was discussed was held in New York 
City at the office of Sealtest, Inc., a sub- 
sidiary of the National Dairy Products 
Corporation. 

Various types of mechanical and electric 
mixers furnished by the manufacturers were 
tested in the Sealtest Kitchens. It was found 
that common types of electric mixers and 
hand-operated egg beaters, which throw the 
mixture from the center toward the side of 
the receptacle, where it tends to stick, are 
not well adapted to reconstitution. Two 
makes of electric mixers which pull the 
powder toward the center for mixing with 
the water were ideal for the purpose, but re- 
tail prices are high. Plans were made to have 
models of less costly apparatus based on the 
same principle made up for later trials. 


8.2 Post-War Sales Opportunities as Indi- 
cated by Present Mechanical Design 
Activities. Product Engineering, New 


York, 1944, pp. 14. 
This survey shows that there is a tre- 
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mendous amount of activity, on a broad 
front, in the designing of postwar products. 
Product engineers are specifying new ma- 
terials, fabricating techniques, component 
parts, and finishes for their designs and de- 
velopments, and new sources of suppiy are 
being sought. 


9. CONSUMER STUDIES 


9.1 The Coming Market for Passenger Cars. 
Crowell-Collier Publishing Co., New 
York, 1944, pp. 22. 


This survey is based on a study made in 39 
cities across the country in proportion to 
population. Consumer attitudes concerning 
15 makes of cars are given through answers 
to questions such as the following. How do 
owners feel about their present cars after 
driving them longer than before? How strong 
is their desire for new cars? Will they pur- 
chase the same make or change to another? 
What is their attitude toward dealer service? 
The survey reports that 36 per cent of pres- 
ent car owners put an automobile first on 


their list of postwar purchases. Listed highest 
among new features owners would like to 
have included in new cars is air conditioning. 
But less than 8 per cent expect to see any 
radical differences immediately after the 
war. 


9.2 Bureau of Agricultural Economics 


The Bureau is making plans for an in- 
vestigation of consumer acceptance of certain 
dehydrated milk products, including non-fat 
milk solids, dried whole milk and dried eggs. 
The study is planned primarily for Southern 
regions and will be undertaken in two sec- 
tions. One will deal with the Southwest, 
where dehydrated milk products have been 
successfully merchandised for some time. The 
other will be a merchandising experiment in 
the Southeast to determine consumer ac- 
ceptability of dried eggs. 


9.3 A Pilot Study of Consumer Attitude To- 
ward Ice Cream, by Frank E. Walsh, is an 
M. B. A. report nearing completion at the 
University of Chicago. 


9.4 Consumer Preference for Butterfat Levels 
of Chocolate Milk is an M. B. A. report re- 
cently completed at the University of 
Chicago by Armand Peter Ruderman. 


10. COST OF MARKETING 


10.1 How 2,748 Corporations Budget Sales 
and Advertising Cost. Joel Lewis, 
Printer’s Ink, November 10, 1944. 


The major part of this article is devoted 
to a statistical presentation of figures com- 
piled by the Federal Trade Commission from 
2,748 corporations. On one page of the six 
page article the author briefly discusses the 
history of the Commission’s surveys and the 
charts and tables. 

One chart, Balance Sheet of Business, 
shows in graphic form 1940 operating ratios 
of principal costs and expenses to sales for 
2,688 corporations. The use of color enables 
the reader to easily determine the percentage 
of the sales dollar that is absorbed by various 
expense groups. 

A summary of 1940 operating ratios of 
principal costs and expenses to sales for 86 
industries (which include 2,688 corporations) 
arranged alphabetically is presented tabu- 
larly. For comparison purposes, 1939 ad- 
vertising ratios are given. 

In a second chart the 1940 ratios of ad- 
vertising expenses to net sales for 86 indus- 
tries are listed according to size, with ship- 
building industry with 0.6 expenditure at 
the top and drugs and medicines with 13.94 
at the bottom. 


11. FOREIGN TRADE 


11.1 60 Flying Hours from Your Office. 
Association of Export Advertising 
Agencies, New York, 1944, pp. 8. 

This survey explains how the promotion of 
export sales may be helped by centralized 
export advertising and includes a list of the 
accounts placed by members of the Associa- 
tion. 


12. COOPERATIVE MARKETING 


12.1 Consumer Cooperative Growth Chal- 
lenges Profit Business. Harold E. 
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Green. Printer’s Ink, December 29, 
1944. 

The author gives an up-to-date picture of 
the consumer cooperative movement on its 
tooth anniversary. He attempts to give a fair 
factual statement of the position of the co- 
operatives as well as of their critics. He 
states that, “Regardless of the outcome of its 
international plans or of the domestic con- 
troversy over taxes, consumer cooperation is 
here to stay. Its continued growth despite 
formidable opposition has been steady, and 
in recent years spectacular. 

“The great majority of leaders in the co- 
operatives (especially those in key positions) 
are interested in social welfare rather than in 
personal aggrandizement. What decisions 
are made in courts concerning co-op taxation 
and operations will probably be consistent 
with general welfare.” 

In the concluding paragraph the author 
quotes Murray D. Lincoln: “I doubt if co- 
operatives will ever want to handle more 
than 15 per cent to 25 per cent of certain 
commodities. We don’t need to, in order to 
influence satisfactorily price, quality, and 
service. And we don’t need a monopoly our- 
selves in any of these fields.” 


12.2 Labor-Management Relations in Co- 
operative Food Processing Plants, by Harry 
C. Hensley and Anne L. Gessner. How to 
meet issues arising in collective bargaining 
and the procedures and functions of Govern- 
ment agencies dealing with labor relations 
are explained in Miscellaneous Report No. 
78 of the Cooperative Research and Service 
Division, Farm Credit Administration, Kan- 
sas City 8, Missouri. 

This publication discusses cases involving 
particularly cooperative associations. With 
the tightening of the labor supply and exten- 
sion of labor unions, labor-management rela- 
tions have become increasingly important. 
The authors feel that labor problems during 
the year ahead are likely to become more 
pressing and the study is designed to aid 
both labor and management in improving 
their relations. 


13. CREDIT—MERCANTILE AND RE- 
TAIL 


13.1 The Economic Implications of Con- 
sumer Plant and Equipment. Reavis 
Cox and Ralph F. Breyer, Retail 
Credit Institute of America, Inc., 
Washington, 1944, pp. 71. 


A quantitative study of consumer’s stocks 
of durables, other than housing, and the eco- 
nomic implications of the dimensions of such 
stocks with special emphasis upon install- 
ment credit. (Single copies available free from 
the Institute.) 


14. RETAILING 


14.1 Operating Results of Department and 
Specialty Stores in 1943. Stanley F. 
Teele, pp. 35. Expenses and Profits of 
Limited Price Variety Stores in 1943. 
Edward C. Bursk, pp. 38. An Analy- 
sis of Operating Data for Small De- 
partment Stores 1938-1942. Eliza- 
beth A. Burnham, pp. 42. Bureau of 
Business Research, Harvard Uni- 
versity Graduate School of Business 
Administration, Boston, 1944. 


The first report shows that the impact of 
full war conditions on department stores did 
not prevent them from increasing slightly 
their net profit rate over that of 1942 (3.6 
per cent compared to 3.4 per cent), even 
though very heavy federal income and excess 
profits taxes had to be paid. Gross margin 
was actually less in 1943 (38.4 per cent) than 
in 1942 (38.7 per cent). However, the total 
expense ratio dropped more than did gross 
margin (29.4 per cent compared to 32.5 per 
cent), which accounts for the slight improve- 
ment in net profits. As to the possibility of 
the continuance of decreasing expense per- 
centages the report states, “From the evi- 
dence, continued low expense rates would 
seem to be dependent on continuing sales in- 
creases.” The detailed comparison of operat- 
ing results by size of store and size of city, 
characteristic of its predecessors, is found in 
this volume. 

A new feature of the present report on 
variety stores is the inclusion of independents 
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as well as chains. The substance of the find- 
ings of the report was presented in a review of 
a magazine article on the report that ap- 
peared in the January, 1945 issue of this 
journal (p. 287). It might be added here 
that the independent variety stores had 
a typical rate of sales increase higher than 
that of the chains, and earnings before federal 
taxes compared favorably with those of 
chains as a whole and were on the average 
higher than those of smai/ chains. 

The third report is the first of its kind re- 
leased by the Bureau. It is based on the 
1938-42 operating figures of 42 department 
stores with annual sales of $100,000 to 
$1,000,000. Sales increases for the five-year 
period were: 28 per cent for the smallest 
stores, 48 per cent for the middle group, and 
60 per cent for the largest stores. Gross 
margin averaged 35.5 per cent, 35.0 per cent, 
and 37.0 per cent respectively, for the three 
groups. For 1942, average earnings before 
dividends and federal taxes were 7.8 per cent, 
8.8 per cent and 8.5 per cent respectively. 
“The operating and financial history of these 
42 firms makes it appear that there exists a 
genuine consumer liking for stores of this 
kind, located with consideration for public 
convenience and managed with intelligent 
understanding.” 


14.2 St. Paul to ‘‘Redesign’? Downtown 
Area to Halt Shoppers’ Strike. Larry 
Fitzmaurice, Sales Management, Jan- 
uary I, 1945. 

In 1938, St. Paul decided to find out the 
cause of its disappearing downtown business. 
Like so many other cities it was menaced by 
decentralization. A survey was made and the 
conclusion was that “‘the volume of business 
done in a central business district is largely 
dependent upon the accessibility of that 
district to shoppers and persons having busi- 
ness to transact therein. Accessibility de- 
pends upon adequate facilities for mass 
transportation of people by automobile. It 
was found that if there are no adequate park- 
ing facilities for the automobiles after they 
arrive in the shopping district, there will be 
a tendency to avoid such areas in favor of 
those with parking facilities. 


These findings and others led St. Paul to 
the decision that “centrally located, low- 
price parking facilities are the central busi- 
ness district’s first great need. To make this 
possible on a tax-free basis and to provide a 
legal entity to bring it about, an enabling act 
was submitted to the Minnesota State Legis- 
lature and recently passed. It set up the St. 
Paul Central Business District Authority 
which immediately employed Raymond 
Loewy, New York professional product de- 
signer, to make a study of existing needs and 
to recommend a long range program. Mr. 
Loewy’s preliminary recommendations are: 
(a) a unified system of automobile parking to 
provide stalls for 5,000 cars; (b) a face- 
lifting job of the entire area including the 
construction of highways around a perimeter 
of the district. 


14.3 How to Establish a Business by the 
Side of the Road. Charles W. 
Alexander, Printer’s Ink, December 
1, and December 8, 1944. 


Those readers interested in the general 
problem of store location will find these two 
articles well worth reading. Because the 
literature on the general subject is extremely 
limited, the treatment of this specialized 
phase of the subject is unusually welcome. 
The recommendations of a man who for 
twelve years has been in charge of selecting 
locations for two large and successful res- 
taurant chains in the east, Dutchland Farms 
and Howard D. Johnson Company, add long 
needed and valuable information on estab- 
lishing a business. This is a particularly perti- 
nent time for such factual knowledge to be 
made available to readers. 

In the first article the author considers the 
things both to look for and to avoid when 
selecting a location for such an enterprise. 
The second article is devoted to the factors to 
consider when selecting land, erecting a 
building, and planning the store operation. 


14.4 Merchandising a New Unit of a Chain. 
R. I. Trudeau, Yournal of Retailing, 
October, 1944. 


A factual explanation of the merchandising 
and operating methods of the Whelan drug 
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chain is given by describing the opening of a 
new store. Starting with the layout and ad- 
vertising plans which must be ready before 
the lease on the store is signed, the various 
management and operational procedures are 
discussed in some detail. 


14.5 Check List for Establishing a Retail 
Business. Bureau of Foreign and 
Domestic Commerce. 1944. (See 
24.5.) 


14.6 Shifts in the Relative Importance of 
Merchandise Lines. John W. Win- 
gate, Fournal of Retatling, October, 
1944. 

Figures are presented for the 42 merchan- 
dise lines that have shown greater growth 
than retail trade as a whole from 1929 to 
1941, as well as those lines which have shown 
less than average progress during the same 
period. Some may choose to use these data as 
clues to the merchandise lines that are likely 
to enjoy the greatest relative postwar 
prosperity. 


14.7 Are Women’s Departments in Men’s 
Stores Here to Stay? Eva M. Hous- 
man, Printer’s Ink, November 3, 
1944. 

It is pointed out that “there is a marked 
difference of opinion among those who should 
know regarding the permanence of women’s 
departments in men’s shops” and that most 
of the editors of trade publications believe 
that such departments are war babies. This 
belief has no factual support, as was dis- 
covered in a survey made in over 1600 shops 
by Apparel Arts. It was found that the 
tendency for men’s stores to add women’s 
wear was already there and growing and the 
war only hastened the process. 


14.8 Bureau of Foreign and Domestic Com- 
merce 


14.8.1 The Fourth Quarterly Report of 1944 
made by the various Regional Offices of the 
Department of Commerce covers retailers’ 
buying policies in their respective regions. The 
principal observation was that retailers and 


consumers were buying more cautiously than 
they were a year previously. Ersatz goods 
did not, in general, constitute a significant 
proportion of retail inventories. The reports 
are published by the United States Depart- 
ment of Commerce Field Service. 


14.8.2 A study of the length of life of retail 
firms is nearing completion. The material is 
derived from the tables in the 1939 Census 
of Business showing the date of establish- 
ment of firms in business in 1939. The report 
discusses the average and median age of re- 
tail stores in various lines, the average sales 
of stores of various ages, and geographical 
differences in these factors. Charts show dif- 
ferences between chain and independent 
stores in regard to age factors. 


14.8.3 A Study on Integration of Retail 
Functions is nearing completion. Examples 
from the various retail lines illustrate the 
importance of a clear-cut store “character,” 
and show how location, equipment, credit 
and delivery policies, prices, and sales promo- 
tion can be made consistent with the store 
character. 


14.9 Professor Fred M. Jones, of the Uni- 
versity of Illinois, is preparing a study on 
Property Insurance for Retailers, to be pub- 
lished by the Bureau of Economic and Busi- 
ness Research. 


14.10 Industry Plans to Spend 400 Million 
for Post War Expansion. M. M. 
Zimmerman, Super Market Mer- 
chandising, January, 1945. 


A nationwide survey by the above publica- 
tion shows a planned postwar construction 
program of $400,000,000, broken down as 
follows: 132 millions for market buildings, 
40 millions for store equipment, 69 millions 
for warehouse buildings, 24 millions for 
warehouse equipment, 30 millions for re- 
modeling old markets, and 105 millions as 
estimated expenditures for realtors and in- 
vestors. Of the 3,000 new markets planned 
nearly one-half would be located in the east 
and west north central districts of the coun- 
try, and two-thirds of them would have 
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selling areas of 5,000 or 7,500 square feet. 
The article gives many other interesting de- 
tails on types of expenditures. The author 
believes these plans are well beyond the 
“wishful thinking” stage. 


14.11 Glossary of Terms Used in Retail 
Merchandising. Haire Publishing 
Co., New York, 1944, pp. 30. 


This booklet was published as a service to 
the retail trade. Its treatment has been 
slanted toward the young merchandising 
executive who is so new to the retail field he 
hasn’t yet learned its language. Although 
planned primarily for retailers, it is proving 
itself extremely useful to executives in many 
related fields. Among the words and phrases 
defined are “apron” (not what most people 
would think it is), ‘“Fords” (another teaser) 
and “‘selling cost,” which is the percentage 
relationship between a sales person’s earn- 
ings and the amount of goods she sells. 


15. TRANSPORTATION 


15.1 University of Texas 


15.1.1 4 Basis for Air Cargo Rates, by Pro- 
fessor John H. Frederick, has been completed 
at the University. This study involves an 
examination of the possibility of making 
rates based on costs of operation; the com- 
plicating factors in arriving at cost; a sum- 
mary for actually fixing rates; and lastly, a 
summary of certain problems involved in 
selling the use of air cargo. The study ap- 
peared as a series of articles in Distribution 
and Warehousing. 


15.1.2 A master’s thesis on air transporta- 
tion, completed under Professor Frederick’s 
direction, is Certificates of Public Convenience 
and Necessity for Airline Operation, by A. 
Madison Limmer. Since the enactment of the 
first real federal regulation of air transporta- 
tion, the Civil Aeronautics Act of 1938, air- 
lines have been compelled to obtain a Certifi- 
cate of Convenience and Necessity granting 
them the right to engage in air transporta- 
tion between specific points. This study com- 
pares the many ways certificates may be 
obtained and summarizes the problems faced 


by the Board in deciding convenience and 
necessity. 

15.1.3 State Regulation of Air Transporta- 
tion, by Wm. H. Raschke, will be completed 
by June, 1945. This is an examination of 
what the states have done in this field, with 
recommendations for future -action, par- 
ticularly aimed towards the situation in 
Texas. 


Two other master’s theses in the field of 
transportation have been completed: 


15.1.4 An Analysis of the Freight Traffic of 
the Main Rivers of the United States, 1920- 
1940, by James A. Constantin. This is a study 
of the composition of the freight traffic on 
the main rivers of the United States, hereto- 
fore somewhat of a mystery although con- 
cealed within the annual reports of the U. S. 
Army Engineers. Original tables and charts 
clearly indicate the trend of traffic over the 
20 year period. 


15.1.5 Professionalization of Traffic Manage- 
ment, by William Brewer. This study exam- 
ines the nature of traffic management, ap- 
praises its ability to qualify as a profession, 
and makes suggestions for raising the stand- 
ard of industrial and commercial traffic work 
and its acceptance as a profession. 


15.2 In December 1944,the Bureau of Trans- 
port Economics and Statistics of the Inter- 
state Commerce Commission issued a re- 
vised edition of its study of Post-War Traffic 
Levels. Part I of the study is devoted mainly 
to estimates of national income for the earlier 
postwar period which are used as a basis for 
the subsequent transportation estimates. 
National income is estimated on three bases, 
substantially full employment, a lower level 
representing what may be regarded as sub- 
stantially a business man’s estimate, and a 
level intermediate between the two. The 
estimates of the total traffic of all transporta- 
tion agencies and of each type of agency are 
computed on each of these three bases in 
Part II. The technical processes involved in 
the construction of these estimates occupy 
Part III of the volume. 
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21. PRICES AND PRICE POLICIES 


21.1 Price Increases and Uptrading: the 
Change in Advertised Prices of Ap- 
parel and House Furnishings. George 
Katona and Dickson H. Leavens, The 
Journal of Business, October, 1944. 


This is a report, partly statistical and 
partly descriptive, of a study of advertised 
prices of 24 lines of merchandise in the 
Chicago area and of interviews with Chicago 
businessmen. It is an attempt to supply fac- 
tual information as to the extent of the shift 
toward the sale of higher-priced commodities 
from 1942 to 1944—especially in the fields of 
apparel and house furnishings. 

After presenting separately and in con- 
siderable detail the findings of the advertis- 
ing survey and interviews the results of both 
are compared. It is pointed out, for example, 
that both studies reveal a substantial in- 
crease in average prices for most commodities. 
Also, this increase in advertised prices was in 
general larger in women’s wear than in men’s 
wear. 

The authors claim that despite the weak- 
nesses of studying price changes by means of 
advertised prices the study permits two 
generalizations: (1) “the average prices of 
most apparel and house furnishings in- 
creased substantially from March 1942 to 
March 1944 and (2) the increase in average 
price is to be attributed in some articles 
primarily to quality deterioration and in 
some primarily to uptrading.” 


21.2 Government Loans on Corn and Their 
Effect on December Farm Prices of Corn is an 
M. B. A. report recently completed at the 
University of Chicago by Le Roy Church. 


22. GENERAL MARKET STATISTICS 


22.1 Bureau of Foreign and Domestic Com- 
merce: The Department of Commerce has 
recently undertaken to compile compre- 
hensive statistics on the business population. 
It is planned to release current quarterly 
data on numbers of operating firms, new 
businesses established, and businesses dis- 
continued, with detailed classifications by 
kind of business and by size of firm. A sum- 


mary of these data will be presented regularly 
in the statistical section of the Survey of 
Current Business. In addition, quarterly re- 
leases containing detailed information will be 
available on request to the Bureau of Foreign 
and Domestic Commerce. 

The first article, ““Trends in the Business 
Population” (Survey of Current Business, 
March 1944, pp. 8-13) presented data on 
long-term movements in number of firms and 
in the size structure of American business. 
The second article, ““The Business Popula- 
tion in Wartime” (Survey of Current Busi- 
ness, May 1944, pp. 9-14, 20) included a de- 
tailed inventory of the business population 
by size and industry, as of 1939, and quar- 
terly data on recent changes in number of 
firms, by industry. 

The third article “New and Discontinued 
Businesses, 1940-43” (Survey of Current 
Business, July 1944) provides data on num- 
ber of new and discontined business enter- 
prises, by industry and size of firm, covering 
the period 1940-43. 


22.2 The Securities and Exchange Commis- 
sion is presently releasing a study of Data on 
Profits and Operations for the years 1942- 
1943 covering 1,530 registrants with the 
Commission. The report gives data for Com- 
bined Industry Groups and individual com- 
panies on sales, operating profits, profits 
before and after taxes, operational expenses 
such as depreciation and depletion; mainte- 
nance and repairs; and selling, general, and 
administrative expenses. In addition, a ratio 
of the net profits before and after taxes as a 
per cent of net worth is shown. This study 
supplements Data on Profits and Operations, 
1936-1942 which was released last year. 

The commission also has in preparation a 
study of Balance Sheet Data, 1939-1943, 
covering the same 1,530 corporations with all 
of the principal balance sheet items for each 
of the 5 years being reports by the Combined 
Industry Group and with a condensed in- 
dividual balance sheet for each individual 
corporation. 


22.3 Bureau of the Census: The 1945 edition 
of Schedule B—Statistical Classification of 
Domestic and Foreign Commodities Exported 
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from the United States, published by the 
Bureau of the Census, Department of Com- 
merce, is now available. The edition consists 
of two volumes: Part I (Alphabetic Index) 
presents an alphabetical listing of commodi- 
ties and commodity numbers, and Part II 
(Numbered Classifications and Articles In- 
cluded) is a numeric listing of Classifications 
giving commodities included under each. 

The “Regulations for the Collection of 
Statistics of Foreign Commerce and Naviga- 
tion of the United States” of the Department 
of Commerce require that the correct Sched- 
ule B commodity number be reported on all 
Shipper’s Export Declarations. Exporters 
will find the new edition of Schedule B, Part 
I, an indispensable guide for the purpose of 
determining the appropriate commodity 
number to be entered, while Schedule B, 
Part II, provides a necessary tool for analysts 
and other users of United States export 
statistics. 


23. MARKET AREA STUDIES 
23.1 Bureau of the Census 


A special publication giving selected data 
on a variety of subjects for each city which 
had 25,000 or more inhabitants in 1940 has 
been issued recently by the Bureau of the 
Census. The Cities Supplement-Statistical 
Abstract of the United States is available from 
the Superintendent of Documents for 15 
cents a copy. 

For each city information is given on 
population, climate, housing, building per- 
mits, vital statistics, education, labor force, 
manufacturing, retail and service establish- 
ments, and municipal finance and employ- 
ment. Results of special censuses taken in the 
larger cities during 1943 and 1944 are in- 
cluded. Other agencies cooperated with the 
Bureau of the Census in the preparation of 
this publication. 

The Statistical Abstract of the United States, 
1943, is available from the Superintendent of 
Documents for $1.75. Both the Abstract and 
the Supplement contain summary data and 


indicate the sources of more detailed informa- 
tion. 


23.2 Income and Trade Movement to and 
from a Satellite Town, by Professor Paul D. 
Converse, of the University of Illinois, was 
completed for publication in Opinion and 
Comment, quarterly publication of the Bu- 
reau of Economic and Business Research of 
the University of Illinois. 


24. RESEARCH TECHNIQUE 


24.1 What’s Wrong with Field Research? 
Richard Webster, Printer’s Ink, 
November 3, 1944. 


This is a brief review of the national survey 
called Researching Researchers conducted by 
the A. S. Bennett Associates. Of particular 
interest to market research people is the fact 
that the Bennett procedure differed from the 
present accepted investigation technique in 
that no questionnaires were used. Those in- 
terviewed (field workers) were merely told to 
express themselves and their experience any 
way they chose on the following topics: 1. 
Questionnaires; 2. Instructions; 3. Break- 
downs and Quotas; 4. Supervision; 5. De- 
pendability of findings; 6. Typical Sample; 
7. Method of Employment; 8. Method of 
Payment; 9. Promptness of payment. 

The analysis of the field workers’ discus- 
sions of the nine topics is revealing to those 
in marketing research who are prone to rely 
on the use of questionnaires. Seventy-six per 
cent of the field workers expressed dissatis- 
faction with questionnaires and $4 per cent 
criticized breakdowns. The remaining seven 
topics received much milder treatment. For 
details the reader should refer to the report 
itself inasmuch as this article contains little 
statistical data. 


24.2 Determining Sample Size. J. A. Nordin, 
American Statistical Association 
Fournal, December, 1944. 


Those interested in the mathematical ac- 
curacy of data based on a sample from a po- 
tential market will find this article enlighten- 
ing. The query raised is whether or not to add 
an (n+1) item to the sample. “If the sampler 
can decide whether to add the item, he has a 
method for determining the optimum size of 
sample.” Nordin presents a method for doing 
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this in which he says “the computational 
labor required is only moderate.” 


24.3 How Mail Surveys May Be Made to 
Pay. Richard M. Seitz, Printer’s Ink, 
December 1, 1944. 


This article calls attention to the fact that 
because the gathering of market research 
data by personal interview has been so much 
hindered by transportation and manpower 
shortages a new interest in the use of direct 
mail surveys has arisen. The discussion of the 
advantages, disadvantages, and guides to the 
use of a mail survey follows lines familiar to 
most marketing men. 


24.4 Market Analysis, Not Plant Capacity, 
Should Be Future Sales Volume 
Guide. J. N. Bauman, Printer’s Ink, 
December 15, 1944. 


The author’s thesis is that since the reduc- 
tion of distribution costs by increasing pro- 
duction efficiency has about reached its limit, 
the next step must be in the direction of 
market analysis. In other words, if price 
levels of mass markets cannot be lowered 
much further through increased plant ca- 
pacity due to reduced costs of production, 
then it becomes necessary to produce goods 
in key with what the market can absorb. 

It becomes vital to carefully select markets 
and then to properly train salesmen—which 
up to this time has been “‘one of ‘the weakest 
links’ in the chain of distribution.” Satisfied 
customers mean repeat business which, in 
turn, means lowest costs of distribution be- 
cause it “‘costs much more in time and money 
to get a new customer than to get the repeat 
business of a satisfied old customer.” 


24.5 Bureau of Foreign and Domestic Com- 
merce: Two check lists, “Check List for the 
Introduction of New Consumer Products” 
and “Check List for Establishing a Retail 
Business” have been published and are 
available on request. The former was pre- 
pared by the Chicago Chapter of the Ameri- 
can Marketing Association, as a revision of a 
check list issued by the Bureau in 1935. 


25. WAR—GENERAL 


25.1 Looking Ahead in the Farm Building 
Market. The Curtis Publishing Com- 
pany, Philadelphia, 1945, pp. 68. 


A comprehensive survey of the plans and 
intentions of rural farm families, covering 
housing and farm structures. Also includes 
data on plans for modernization, improve- 
ment, and repair of houses and farm struc- 
tures, farmer’s preferences for various types 
of material, equipment, and household ap- 
pliances. One section is devoted to the 
farmer’s opinions and plans with respect to 
prefabricated dwellings and structures. An- 
other gives the farmer’s opinion of the build- 
ing industry, based on his relationship and 
experience with it. 

The survey represents a cross-section sam- 
ple of white farm families, both owners and 
tenants, of those best able to buy. It is based 
on interviews with 2,342 farm families 
located in 44 states. Tables and charts of 
supporting data are included. 


25.2 Marketing Personal Airplanes. Lynn L. 
Bollinger, Harvard Business Review, 
Winter Number, 1945. 


Postwar Status of the Aircraft Industry. 
Wm. A. M. Burden, Harvard Busi- 
ness Review, Winter Number, 1945. 


Only two or three of the fifty companies 
now planning to manufacture private air- 
planes after the war will succeed, but the 
airplane industry will probably be several 
times its prewar size. These two articles il- 
lustrate the great difficulty of forecasting 
postwar markets. Perhaps the case of air- 
planes is worse than most because of the un- 
certainties of military demand, of civilian 
industrial use of air travel and freight, of 
changes in the technique of air flight and 
plane design. Even so, uncertainties differing 
only in degree beset all industries and con- 
tinuous market research will be needed if 
production and consumption are to be kept 
anywhere nearly in balance. 
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25.3 The Demand for Agricultural Com- 
modities in the Period of Transition 
from War to Peace. John B. Canning, 
Journal of Farm Economics, Novem- 
ber, 1944. 

Agricultural Prices Following World 
War II. Oris V. Wells, Fournal of 


Farm Economics, November, 1944. 


These two papers, read at the meeeting of 
the Western Farm Economics Association in 
June, 1944, discuss the same basic problem 
with somewhat different emphasis. Canning 
appears to argue for governmental adminis- 
tration of food supply somewhat independ- 
ently of price. He seems to agree with “‘a few 
economists and many laymen [who] take as 
the foundation of economics, ‘it is always 
possible to get more for everybody of every- 
thing that everybody wants’.” 

He cites our highway transportation serv- 
ice as ‘‘a familiar example of managed supply 
coupled with managed demand” and con- 
cludes that we have much more of roads and 
of travel than had highways been paid for by 
direct toll charges. Perhaps in using this il- 
lustration Canning overlooks the fact that 
highways have, in the main, been paid for 
directly, with the filling station rather than 
the toll-gate keeper collecting the fee. There 
has been little subsidy of highways in the 
sense that income has been directed into 
their construction without repayment by the 
users. Canning implies that the world govern- 
ments will continue after the war to ad- 
minister food supply so as to give a high level 
of diets. He does not indicate the extent to 
which he expects the food to be paid for by 
those who eat it, as the highways have been 
financed by their users, although this would 
seem very important to an estimate of “‘de- 
mand.” 

Wells tempers his entire article with the 
query, “What will Congress do?” Price can 
be maintained, he says, “provided adequate 
funds are at hand, provided means of storing 
and disposing of substantial quantities are 
worked out, and provided production is not 
forced or maintained too far out of line with 
the effective demand.” 

The implications in both these articles re- 


garding the postwar extent of administered 
supply and demand merit the close attention 
of everyone interested in marketing. 


26. MISCELLANEOUS 


26.1 Sale of War Surpluses to Speculators. 
John G. McLean, Harvard Business 
Review, Winter Number, 1945. 


McLean’s article is based on “preliminary 
findings of a continuing study of the prob- 
lems of surplus disposal being carried out at 
the Harvard Business School under the direc- 
tion of Dr. Harry R. Tosdal.” 

Among the tentative conclusions on this 
difficult and controversial matter are the fol- 
lowing. (1) Complete elimination of specula- 
tion from the handling of surplus stocks is not 
feasible because of difficulties of definition 
and administration. (2) In some instances 
risks are so great that regular market outlets 
will not handle surplus stocks. In these cases 
newly-organized “speculative” firms may be 
the best channels to use. (3) Close attention 
needs to be given in all cases to the elimina- 
tion of “windfall” transactions through care- 
ful evaluation and pricing at the time of 
government sale. This will tend to prevent 
high speculative profits. 

It is likely that the whole problem of sur- 
plus disposal will remain a matter of indi- 
vidual cases each considered on its own 
merits. Marketing agencies will watch with 
interest the suggestions which continue to 
come from the Harvard studies. 


26.2 Raw Material Prices and Controls. 
Herbert Feis, Proceedings of the 
Academy of Political Science, Janu- 
ary, 1945. 

The author discusses the possibility and 
means of balancing world demand and sup- 
ply of raw materials. He points out that “ it 
is imperative that all peacefully inclined and 
industrious peoples find it easier to satisfy 
their needs than in the past. Total supplies 
must be increased and they must be more 
satisfactorily shared. ... [and] even though 
all countries make skillful and industrious 
use of their new productive [postwar] op- 
portunities, none will be able to satisfy all its 
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important wants from its own production, 
and most will have to rely on procuring from 
others a great variety of raw materials they 
cannot produce, or only produce most dis- 
advantageously.” 

Obviously both the “Haves” and the 
“Have Nots” will benefit themselves by 
trading with others. However, in order to 
avoid great and prolonged fluctuations of 
prices and stocks some international controls 
would be necessary. Three types of measures 
in this field are mentioned as worthy of con- 
sideration: first, the buffer stock plan; 
second, the supply regulation plan; and third, 
the international pooling of supplies and 
stocks. The article deals with but the first 
two since world pooling of raw materials is 
not easily conceivable. 

The author concludes that, as a general 
method, any buffer stock program, by itself, 
would be inadvisable. His main argument 
is that, “‘buffer stock plans, by themselves, 
would stimulate supply to outrun effective 
demand; and barring the possibility of sus- 
tained great military requirements, the bur- 
den of absorption placed upon the plan would 
tend to become insupportable.” 

Supply regulation plans also can be, and 
usually in the past have been, used to secure 
too favorable prices and income receipts for 
the more efficient producers. They may de- 
generate into selfish, semi-monopolistic con- 
trols that neither satisfy wants or fair terms 
nor stimulate economic growth. Thus it 
seems clear that “if supply regulation plans 
are to have a place in international economic 
arrangements they must be public instru- 
ments, not private accords among producers. 
None should be entered into without the con- 
sent and cooperation of the producers af- 
fected; and usually it would prove advisable 
to grant the producers considerable initiative 
and responsibility in the formulation, and 
even the negotiation of the program. But all 
arrangements should be subject to govern- 
ment approval, accountable to government 
for operations and subject to ultimate gov- 
ernment control. Only in these ways could 
there be sufficient assurance of striving to 
serve the public interest.” 


Finally, “the actual alternative to con- 
certed international action would not be, in 
most cases, that of permitting the producers 
unhindered and without special assistance to 
sort themselves out by the test of competi- 
tion, national and international. It would be 
a battle between protected and subsidized 
producers in different countries to widen 
their foreign markets.” 


26.3 Construction of the Demand Function for 
Steel Tubing used in the Furniture Industry, 
by Jack J. Jacobson, is an M. B. A. report 
nearing completion at the University of Chi- 
cago. 


26.4 The National Output at Full Employ- 
ment in 1950. E. E. Hagen and N. B. 
Kirkpatrick, American Economic Re- 
view, September, 1944. 


This is a painstaking attempt to estimate 
national production a few years after the war. 
The logical assumptions and the statistical 
techniques employed give strong evidence to 
the conclusion: “in real terms, per capita 
gross national product at full employment in 
1950 will be not merely greater than in 1929; 
it will be more than $0 per cent greater.” 

Such a conclusion raises questions of great 
interest to those engaged in the several 
aspects of marketing. If consumption is to 
increase proportionately to gross national 
product, the choice of products and their 
basic design will present major problems for 
decision. Unless areas of consumption can be 
found in which strong desires are now un- 
satisfied, increased production will have little 
merit and intensification of sales promotion 
will be necessary to balance consumption 
against production. Constructive imagina- 
tion and riskful experimentation will be re- 
quired if we are to avoid serious overproduc- 
tion of individual commodities. The search 
for markets may well become a search for 
new forms of consumption. 

Another possibility, of course, is not to 
work so hard and, thus, to come out with a 
smaller gross national product. If, for ex- 
ample, the work week were to be cut from 
40 to 30 hours, per capita real gross national 
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product might be only 15 per cent rather 
than $0 per cent above the 1929 level. The 
American people will have to decide whether 
they want less work or more goods; and if 
they decide in favor of the latter, what goods 
in what proportions. The estimate given in 
this article means that we have our choice, 
up to $0 per cent increase over the national 
scale of living we enjoyed in 1929. It seems 
obvious that detailed information on con- 
sumer preferences is essential if we are to 
maintain a reasonably stable economy during 
the decade following this war. 


26.5 The “Burden of the Debt” and the 
National Income. Evsey D. Domar, 
American Economic Review, Decem- 
ber, 1944. 

Income, Money and Prices in War- 
time. Jacob L. Mosak and Walter S. 

. Salant, American Economic Review, 
December, 1944. 


Free market purchasing power in the post- 
war period will depend in part on the related 
factors of: (a) completeness of employment; 
(b) prices; (c) the amount of purchasing 
power that is taken out of the free market 
to service the national debt and, incidentally, 
how that money is used. These two articles 
are designed to throw light on these related 
factors and, consequently, they are of con- 
cern to students of the size of the total na- 
tional market. 

Domar maintains that taxes to service 
national debt will increase indefinitely as a 
percentage of national income until the 
whole is absorbed unless national income 
grows continuously. The faster income grows, 
the lighter will be the burden of the debt. 
“If all the people and organizations who 
work and study, write articles and make 
speeches, worry and spend sleepless nights— 
all because of fear of the debt—could forget 
about it for awhile and spend even half their 
efforts trying to find ways of achieving a 
growing national income, their contribution 
to the benefit of humanity—and to the solu- 
tion of the debt problem—would be immeas- 
urable.” 

Mosak and Salant argue that wartime 


price controls have resulted in a marked 
distortion of past relationship between in- 
come and consumer expenditure. Clark War- 
burton, in an earlier article in the same 
journal (June 1944), reported that consumer 
expenditure and the rise in prices in 1941, 
1942 and 1943 were about what would have 
been expected without controls and, there- 
fore, rationing, price control and bond drives 
had little effect on aggregate consumer ex- 
penditure. The present authors attempt to 
refute this conclusion. 

This difference of opinion needs to be re- 
solved if market agencies and others are to 
have any sound basis to forecast the effect 
of removal or modification of the controls. 


26.6 Cartels, Combinations and the Public 
Interest. F. B. Garver, YFournal of 
Farm Economics, November, 1944. 


This article makes no direct reference to 
either market management or market re- 
search, but its consideration of the evident 
trend towards combination and concentra- 
tion will be of interest to all students of the 
public-policy aspects of marketing. 

“The abolition in the near future of all 
business combinations, including marketing 
cooperatives and government administered 
quotas is not in the cards. The reasons for 
their persistence have been listed. There re- 
mains, then, the problem of seeing to it that 
these concerns do not extend their activities 
beyond reasonable limits and that their 
power shall be subject to the curb of govern- 
ment regulation so that the ends of risk 
reduction, and a more rational adaptation of 
production to demand, which are undeniable 
social goals, may be served without too many 
detrimental excrescences.” 

In the postwar period there will be in- 
creased pressure for “managed supply and 
demand,” and marketing men will need to 
have thought through the implications of 
cartel management, whether governmental 
or private, for members of the American 
Marketing Association may well accept re- 
sponsibility for leadership in policy forma- 
tions in these matters. To this end this ar- 
ticle is most helpful. 
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26.7 The Place of Gestalt Theory in the 
Dynamics of Demand. Elizabeth E. 
Hoyt, The American Fournal of Eco- 
nomics and Sociology, October, 1944. 


Those interested in consumption economics 
will want to read Dr. Hoyt’s discussion of the 
extent to which the Gestalt theory is a neces- 
sary part of a dynamic theory of demand. 

The Gestalt theory in brief, is “that our 
perception or experience is made up not 
merely of separate units of perception and 


experience added one to another, but of 
configurations, that is integrations of such 
units mutually interacting to form a whole 
that has a value somewhat different from the 
sum of the units separately.” 

The author points out that, in the past, the 
economist treated the theory of demand as 
of identical units at a given moment of time. 
The Gestalt economist, however, treats the 
theory of demand as of coherent functional 
wholes and treats the behavior of these 
wholes as well as their parts. 
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Puttinc Darryinc on A War Foortinea (Re- 
vised Edition), by O. H. Brownlee. Ames, 
Iowa: lowa State College Press, 1944. 
Pp. 64. $.20. 


The first edition of this pamphlet was pub- 
lished in March 1943. Its appearance was 
followed by sufficient protests from various 
farm and dairy interests to cause President 
Friley of lowa State College to announce its 
official retraction and to state that a revision 
would be prepared. 

In the foreword to the revised edition, 
Director Buchanan indicates that those pro- 
testing against the original publication 
claimed that some of the statements were in- 
correct, inadequately documented, or am- 
biguous and that some topics were amplified 
beyond the point needed to establish the 
main thesis of the publication. Topics which 
were considered over-amplified included the 
discussion of sanitary regulations as trade 
barriers, the competitive relationships of 
oleomargarine and butter, and the efficacy 
of taxation as a means of preventing mis- 
branding and fraud. It seems significant that 
logical consideration of these topics is cer- 
tain to bring up points where the conflict 
between the public interest and that of 
private groups is generally recognized. 

The material in the revised edition has 
been rearranged. Some topics have been ex- 
pandéd and a few, for example, “reorganiz- 
ing milk distribution,” omitted entirely. 


by Reavis Cox 

by Melvin Anshen 

by Walter Thompson. . 
by Ross M. Trump.... 
by Ross Cunningham. . 


There are a good many more references to 
source material and a 10-page appendix has 
been added. Some of the conclusions are 
implied rather than specifically stated as in 
the first edition. Also, the recommendations 
are fewer and more general in character. In 
spite of these changes, the general impression 
of what needs to be done is not greatly dif- 
ferent from that conveyed by the original 
edition. 

It is concluded that only a small increase 
in production—3 to § per cent for 1944—is 
economically desirable. This will not be 
enough to satisfy demand at existing prices. 
The most important adjustment to make in 
the output of dairy products is to increase 
the production of dried skim milk. The pay- 
ment of subsidies rather than price increases 
is suggested as the most feasible way of ob- 
taining desired changes, both in the total 
production of milk and its distribution 
among various products. It is implied rather 
than stated that the increased use of mar- 
garine and the removal or reduction of legal- 
istic barriers to its sale should be encouraged. 

Altogether it seems that the author has 
done a good job in presenting, in very read- 
able form, a well-balanced and temperate 
discussion of a complex subject. This is im- 
portant because of the prevalence of per- 
sonal prejudice and powerful self-interest 
groups in the field. 

Roy A. BALLINGER 
Washington, D. C. 
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War’s Env anp Arter, by Stuart Chevalier. 
New York: Macmillan, 1943. Pp. xii, 337. 
$2.75. 

Subtitled “An Informal Discussion of the 
Problems of a Postwar World,” this book is 
an attempt at a popularized scanning of a 
large array of questions. Set ahead in a post- 
war year, “to obtain a calmer perspective,” 
there is a possible reader confusion between 
what is real and what is assumed, especially 
if the reader be the “man in the street.” The 
form is that of a series of talks between three 
men, hospitalized due to war causes. So 
many topics are discussed, no one of them 
gets full treatment. The author says he is 
presenting but “‘a primer for tomorrow.” 

Part I sets the stage in the postwar year 
assumed. America is bearing the burdens of 
European recovery, and gaining illwill from 
having to choose between rival factions. In- 
flation, resumed war controls too soon re- 
pealed, “business as usual,” new isolation- 
ism, are among the problems. Scientific ad- 
vances, enlightened business men, comple- 
tion of the “suggested land and air highway 
extending from Buenos Aires at the south on 
up through the United States, Canada, 
Alaska, into Siberia, Russia and Western 
Europe, and including China and India,” are 
conditions on the better side. However, the 
highway was a government works employ- 
ment project, and government in general is 
held to contain too many politicians still on 
mental crutches. 

Part II is the record of the discussions of 
the three men as their convalescence pro- 
gressed. The general theme of the book is 
“Toward a Better World.” The three 
“talkers” are forward-looking, and as they 
express their ideas and criticise or modify 
each other’s, they probably reflect the au- 
thor’s idea of the crucible through which all 
plans must go—to be modified and changed 
and made workable compromises. For the 
three men reflect divergent points of view— 
White the idealist, Red the combination 
idealist-realist, and Blue the hard-headed 
“antidote for impractical idealism.” 

Space does not permit detailed presenta- 
tion of the ideas of each on a dozen or more 
topics. Among them are: War’s aims and 


causes, hate, the several major freedoms and 
some lesser ones, the Asiatic countries and 
their problems, and science, education, reli- 
gion in relation to the future. The value of 
the book is its attempt to present, and maybe 
synthesize, contrasting and allied views on 
many peace problems. Instead of considering 
them as in the heat of an argument, one- 
sidedly, the reader can have the several 
views and consider them as dispassionately 
as his temperament and position allow. 

The final chapter is fanciful, completing 
the semi-fictional character of the book. 
Here are recorded purported talks in dreams 
—of “Blue” with Death, of “White” with 
Satan, and of “Red” with a visitor from 
Mars. Not unexpectedly, the Martian finds 
Earth’s ways, and Man, very far indeed be- 
hind the Martians! 

Haro ip A. Conner 
New York University 


ComPARATIVE OPERATING EXPERIENCE OF 
ConsuMER INSTALMENT FINANCING AGEN- 
CIES AND COMMERCIAL BANKs, 1929-1941, 
by Ernst A. Dauer. New York: National 
Bureau of Economic Research, 1944. Pp. 
XVili, 219. $3.00. 

Mr. Dauer here offers the tenth in the 
National Bureau of Economic Research’s 
series of Studies in Consumer Instalment 
Financing. His objectives (as described in 
the preface by Ralph A. Young, the director 
of the National Bureau’s Financial Research 
Program) have been: “first, to bring together 
in a single comparative analysis our mate- 
rials on the financial characteristics of con- 
sumer credit agencies; second, to contrast 
the operating characteristics of such agen- 
cies with those of commercial banks; third, 
to observe their operating experience dur- 
ing periods of business contraction and ex- 
pansion.” 

Although he draws freely upon the earlier 
volumes of the series, Mr. Dauer relies pri- 
marily upon new data made available to 
him by various sources, most of them govern- 
ment agencies. Consequently, his book is 
considerably more than a reworking of ma- 
terials already published so as to permit a 
comparison of the agencies of consumer fi- 
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nancing studied separately in earlier numbers 
of the series. 

The specific topics to which he addresses 
himself include such matters as the sources 
from which the agencies of consumer in- 
stalment financing draw their funds, the 
uses they make of these funds, the sources of 
their income, their rates of income on loans, 
the cost of their loan operations, the portion 
of their income retained as operating profit, 
the cost of borrowed funds, the rate of net 
profit and the cas: dividends paid. In each 
instance the experiences of the several types 
of agency are compared and an effort is 
made to explain differences in terms of the 
quality and character of the paper held and 
the size of the financing institutions. The re- 
sultant statistical tables and accompanying 
commentary are basic source material that 
many other students will find useful. 

This is true despite some weaknesses the 
author could not eliminate from his data. 
Perhaps the most important is the necessity 
of using reports on enterprises as complete 
units rather than specifically on their work 
of consumer financing. For commercial 
banks this is particularly unfortunate, since 
consumer financing plays a comparatively 
small part in their operations. The author 
also has not been able fully to separate di- 
rect from indirect financing of consumers by 
these agencies. What may be called the “re- 
tailing” of consumer credit is mixed up in the 
final operating results with the “‘wholesaling” 
of that credit. Finally, the consumer financ- 
ing done by one important agency, the retail 
merchant who sells goods on credit, is not 
covered at all in this volume or any of its 
predecessors. Such weaknesses necessarily 
restrict the significance of the comparisons 
made and limit the possibilities of further 
statistical manipulation. Within the limits 
thus set, the technical handling of the data is 
competent and effective. 

Despite its technical competence, the book 
leaves this reviewer a bit disappointed in the 
end. It has a curiously bloodless quality. 
Consumer credit is an area of high contro- 
versy in business, in government, and in 
economic theory; but one would never learn 
so from this study. It makes no real effort to 


explore or resolve deep issues of economic 
theory and social policy. The end product is 
somewhat like a Baedeker guide for tourists. 
It provides its readers with a good deal of 
more or less useful information but leaves 
them about as far from the living heart of 
the community’s life as they were at the 
outset. 
Reavis Cox 

University of Pennsylvania 


THe WuHITESMITHS OF TAUNTON, by George 
Sweet Gibb. Cambridge, Massachusetts: 
Harvard University Press, 1943. Pp. xxxiii, 
419. $3.75. 

The new-developing art of the writing of 
business history in terms of the life stories of 
individual companies is opening up interest- 
ing and instructive vistas for students of mar- 
keting. A new flavor and concreteness is 
given to the historical development of mar- 
keting institutions and methods. The impact 
of business cycles on administrative policies 
reinforces precept with example. Perhaps 
above all, the subtle influence of the per- 
sonality of responsible executives on the for- 
mation and execution of policies is described 
as it can never be in general historical writ- 
ing. 

The present volume, a history of Reed and 
Barton, silversmiths (Number 8 in the series 
of Harvard Studies in Business History) is a 
fascinating record of the growth of a com- 
pany from its start as a partnership of two 
village mechanics in a retail jewelry store, 
through its early shift to the manufacture of 
Britannia ware in a tiny shop with a handful 
of workmen, to its ultimate flowering in the 
later years of the nineteenth century with na- 
tion-wide and even world markets. Every 
aspect of the company’s history is brought 
under review. 

Marketing students will be particularly 
interested in the detailed recital of early 
selling problems, the relation of the arts of 
design and manufacture to the enlargement 
of markets, and the shaping of distribution 
policies in the disturbed decades of the twen- 
tieth century. The exploitation of the human 
aspects of policies and profits is spread richly 
through the book. Anyone interested in 
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American history in general and the begin- 
nings and growth of modern business insti- 
tutions in particular will read the volume 
with profit and pleasure. As a side-excursion 
through the bloodstream of a functioning 
business enterprise, it will refresh students of 
principles texts and periodically jolt their 
minds. 

Unfortunately, the book exhibits traces 
of what has been almost an occupational 
disease in the writing of histories of indi- 
vidual business concerns. The documents and 
records of a concern and the memories of its 
executives are private property, drawn on 
only after agreement. Regardless of the lati- 
tude of expression and critical opinion 
granted the historian in dealing with these 
materials, he cannot escape a sense of certain 
ties and obligations, which must be strength- 
ened by repeated personal interviews with 
company officials. At worst, such history can 
become a cream puff. At best, it treats as- 
pects of its story with excessive gentleness 
and glosses over episodes from the back 
closet. Mr. Gibb’s book is on the better side, 
it should be said, but there are traces of the 
disease apparent. This is not the author’s 
fault. It is a handicap under which this 
whole genus of writing labors. 

As a result, we have on one side the objec- 
tive book, written from public documents, 
which tends to be muck-raking and cannot 
give the inside story of men, policies, and ac- 
tions; and, on the other, the official history, 
written from private records, documents and 
memories, which tends to be over-laudatory 
or non-critical. Neither story is the whole 
story and it remains for the business his- 
torians to discover how to fuse the two ap- 
proaches. 

MELvin ANSHEN 
Washington, D.C. 


How Nazi Germany Has COonrTROLLED 
Business, by L. Hamburger. Washington: 
Brookings Institution, 1943. Pp. Io!. 
$1.00. 


After eleven years of national socialism, 
business in Germany is in a complete straight 
jacket. The controls over economic life are, 
of course, dictated by the necessities of a 


vast mobilization program. Hamburger 
points out most clearly that the controls also 
stem from the basic philosophy of national 
socialism—it is bad to be one’s own master. 
There was never a question of how the econ- 
omy should be controlled. The completeness 
of the regimentation stands out on every 
page of the analysis. 

It is interesting to see how far the Ger- 
mans have gone in maintaining the fiction 
of individual enterprise. This approach is 
particularly interesting when one considers 
the rather extensive government ownership 
prior to Hitler. That period found govern- 
ment ownership (aside from the usual gov- 
ernment-owned operations) in some export- 
ing and importing, in metal manufacturing, 
nitrogen, and banking. Outright government 
ownership has been extended to a surpris- 
ingly small degree under Hitler. The decision 
not to nationalize was due to a desire to: 
(a) attract foreign capital; (b) appease local 
business interests, and (c) assist in the diplo- 
matic offensive (Germany—the bulwark 
against communism). The details of control 
over materials, labor, price, fiscal policy, 
entry and exit to business make hair-rais- 
ing reading to any advocate of free enter- 
prise. 

The final product—business under com- 
plete control—was the result of much early 
fumbling. The German bureaucrat used the 
same cut and fit approach that we are so 
familiar with here. The history of material 
controls has a remarkable resemblance to our 
own record. The story of price control is ex- 
ceptionally well done. The horrors of an in- 
flationary period are very real to the average 
German. Since 1939 Canada has held the in- 
crease in her cost of living to 17 per cent, 
Britain to 28 per cent, and the United 
States to 26 per cent. The Germans have had 
a rise of but 23.5 per cent since 1933. These 
comparisons are, of course, subject to the 
usual weaknesses of government statistics 
in cost of living. It is of passing interest to 
note that the farmer in Germany has been 
given preferred treatment. 

The cold-blooded approaches to the solu- 
tion of price control problems have been 
varied. The pattern of pressure follows our 
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own sequence. The early controls were se- 
lective, but a general freeze was ordered in 
1936 (which went so far as to include real 
estate sales, local taxes, and club dues), fol- 
lowed by adaptations of the freeze in subse- 
quent years. In holding prices, efficiency has 
been exercised in the use of every tool in a 
price control kit—real profit control (no firm 
earning more than in 1939), cost increases by 
distributors’ absorption, and rollbacks to 
counterbalance price increases. The heavy 
controls over consumer purchases precluded 
the necessity of worrying over any infla- 
tionary gap. Wage controls have been almost 
absolute. Hourly wages are but two points 
above 1933. There seems to be little differ- 
ence in the plight of the workman and the 
business executive. Both are told where to 
work, what to make, and where they can 
spend their money. 

The book is well worth while to any one 
interested in government-business relations. 
In 100 pages the reader is given a good sum- 
mary picture of how far business can be con- 
trolled without outright ownership. The au- 
thor, of course, has the handicap of lack of 
usual peace-time materials. 


WALTER THOMPSON 
Washington, D. C. 


How To Run a Sates MEetino, by Edward 
J. Hegarty, New York: McGraw-Hill, 
1944. Pp. x, 237. $2.00. 

This little book is an excellent member of 
the “How To” family. The author describes 
its function by saying, “This book was 
written to help you put on better sales 
meetings—or better meetings of any kind, 
for after all, most meetings are put on to sell 
something.” By constantly maintaining the 
practical “How To” approach, the author 
achieves his purpose. 

No part of this volume is devoted to 
theory or philosophy of selling. It is not de- 
signed for use as a textbook. Although con- 
taining only 237 pages, the book is divided 
into 49 chapters. This arrangement bears out 
the author’s assertion that the book grew 
from a collection of notes on his own suc- 
cesses and failures in the conduct of sales 
meetings. 


Among the 49 chapters are ones on “Don’t 
Stuff the Men Beforehand,” “Make Your 
Listeners Comfortable,” “Keep Something 
up Your Sleeve,” “Don’t Compete with 
Yourself,” “Don’t Try To Be Too Funny,” 
“Handling Disturbances,” as well as chap- 
ters on “Questions and Answers,” “The 
Question Contest,” “Radio-Program Ideas,” 
“The Skit in Sales Meetings,” “The Use of 
Props,” “The Use of Films,” and “Handling 
Printed Matter.” 

Throughout the book, subject matter is 
treated in the expert fashion which can come 
only from long experience. 

In my opinion, this volume is a highly de- 
sirable handbook for every sales manager 
charged with the responsibility for group 
meetings. 


Ross M. Trump 


Tulane University 


Arr Carco PorenTIAL IN FrREsH FRuITs AND 
VEGETABLES, Wayne University Studies 
in Air Transport Number One, by Spencer 
A. Larsen. Detroit, Michigan: Wayne 
University Press, 1944. Pp. x, 100. 


This study estimates the volume and 
types of fresh fruits and vegetables that 
might move by air cargo at various assumed 
rates ranging from 3¢ per ton mile to 15¢ 
per ton mile. It concludes that at rates of 
15¢ and 1o¢ per ton mile (airport to air- 
port) the traffic moved by air would be 0.15 
per cent and 0.39 per cent respectively of 
gross traffic, or so small as to be insignificant. 
With a 7¢ rate, however, the estimated air 
traffic in relation to gross traffic rises to 
2.06 per cent with a ¢¢ rate to $.99 per cent 
and with a 3¢ rate to 24.89 per cent. 

Ten sample cities were selected for analy- 
sis and the results were projected to the total 
gross traffic in fresh fruits and vegetables 
moving over 250 air miles to metropolitan 
centers (§0,000+ population) in the United 
States. These cities were Boston, New York, 
Philadelphia, Chicago, St. Louis, Atlanta, 
Washington, New Orleans, Los Angeles, and 
San Francisco and represented 28 per cent 
of total traffic. 

Estimates of the percentage of traffic in 
each commodity likely to be shipped by air 
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at the various rates were derived from the 
judgments of a group of ten experienced 
buyers. These buyers were from Detroit, 
Chicago, and New York and consisted of 
three carlot wholesale receivers, three chain 
store produce merchandisers, two jobbers for 
the independent retail trade, one jobber for 
restaurants, hotels, and institutions, and a 
steward for a large hotel. Each buyer was 
given. basic information about air cargo serv- 
ice, calculations showing how each rate level 
would affect the wholesale price of each com- 
modity at his terminal, and printed instruc- 
tions. The judgments of the buyers were 
given individually during personal inter- 
views which often lasted several hours and 
many of which were made by the director of 
the study. 

This study represents a contribution to the 
growing literature on air cargo in its careful 
approach to what is always one of the most 
dificult problems in marketing research— 
estimating potential usage of a service in 
advance of any significant volume of sales 
which would indicate the extent and char- 
acter of usage. The analysis of actual move- 
ments and probable air movements of vari- 
ous fruits and vegetables is comprehensive 
and should be of interest and value both to 
those in air transportation and to those in 
the produce trade. The text is clearly written 
and careful workmanship is evident through- 
out the study. 

Use of a group of expert buyers is a sound 
approach to the problem in the face of so 
little useful factual information. Precautions 
appear to have been taken both in selection 
of the group and in interviewing technique 
to make certain of maximum validity of the 
results. It must be recognized, however, that 
the experience of these experts could not in- 
clude air borne products sold at relatively 
high prices and that the nearest parallel 
would be hot house products. Hence, of 
necessity, the group had to make estimates 
on matters which, strictly speaking, were 


outside the scope of their day to day work. . 


This observation is less a criticism of the 
method used than it is a recognition of the 
extreme difficulty in any pioneering type of 
market potential analysis. Quite clearly it 


would be very helpful to conduct a sub- 
stantial number of carefully controlled sales 
tests with air borne produce and vegetables, 
so as to establish a factual background as 
promptly as possible. Some such tests have 
been conducted but they have been few in 
number and the plans were sometimes upset 
by exigencies of weather and difficulties of 
war time retailing. 

A number of assumptions underlying the 
analysis are listed and most of these are non- 
controversial in nature. There are some, how- 
ever, which may be considered open to dis- 
pute. These assumptions are that: “Rates 
and service of conventional carriers will not 
differ greatly from what they were previous 
to the war; benefits from air shipment of 
fresh produce are roughly proportionate to 
the time saved in the line-haul over conven- 
tional means of transport; no revolutionary 
methods of preserving vitamin content and 
flavor of fresh produce will develop in the 
postwar period; all problems relating to the 
supplying of air cargo service will be solved 
in such a manner as to meet the exacting 
demands of growers, produce trade, and 
consumers.” Space does not permit analysis 
of these assumptions; but to the extent that 
they may prove to be incorrect in the light 
of future developments, then the estimates 
reached in the study and which are based in 
part upon these assumptions would also be 
modified. 

The study deals with the demand for air 
cargo and specifically excludes the supply 
of air cargo service. The text states “It is left 
to air cargo operators to judge whether or not 
the service can be provided at these rates.” 
However, since the range chosen is from 3¢ 
to 15¢a ton mile, readers are likely to assume 
that such rates are to be expected. In this 
connection it must be borne in mind that 
opinions of airline and aircraft executives 
place the foreseeable probable lower limit on 
air cargo costs at 15¢ a ton mile, not includ- 
ing transportation to and from outlying air- 
ports, and rates, of course, would be higher 
than this figure. The air cargo tariff recently 
issued by American Airlines contains group 
rates, including pick-up and delivery, which 
range from about 33¢ per ton mile for group 
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D commodities to about 55¢ per ton mile for 
group A commodities. There are also com- 
modity rates somewhat under 30¢ per ton 
mile but these do not include pick-up and 
delivery service and require very substantial 
minimum loads. 

Thus, even if the optimistic hopes of air- 
line men are reached with costs of 15¢ a ton 
mile or under and possibly with rates of 
about this amount, it is evident from the 
data in the study that the volume of air 
borne fruits and vegetables would be negli- 
gible. In general, it seems doubtful whether 
the inherently high costs of air transporta- 
tion will permit air cargo to make large in- 
roads on tonnage now carried by surface 
carriers. It must not be forgotten that, should 
there by any revolutionary increase in ef- 
ficiency of motive power, it would benefit 
surface carriers as well as air transport. 
Rather may a substantial part of the future 
growth of air cargo consist of merchandise for 
which speed in transit is of prime impor- 
tance or which lends itself to plans of market- 
ing promotion utilizing air transport as an 
integral factor. There probably is an impor- 
tant opportunity for what might be called 
“created” traffic as contrasted with existing 
types of traffic diverted from other means of 
transport. 

Ross CuNNINGHAM 
Massachusetts Institute of Technology 


Tue Scientiric SELECTION OF SALESMEN, 
by J. L. Rosenstein. New York: McGraw- 
Hill, 1944. Pp. xii, 259. $3.00. 

This book purports “‘to describe to the 
sales executive the actual procedures used by 
the consulting psychologist and selection ex- 
pert, when applying scientific methods in the 
selection of salesmen.” The author states in 
his preface that “the material presented is 
based on studies made in many organiza- 
tions, involving the data of more than 15,000 
sales applicants as well as employed sales- 
men in a variety of fields.” 

The volume is divided into sections rather 
than chapters, each section consisting of sub- 
topics grouped under one main heading. The 
first of these sections establishes the need for 
some method of selecting salesmen which will 


replace “‘superficial observation and preju- 
diced judgment by precise and accurate ex- 
amination and measurement.” This author 
is convinced that he has a method of obtain- 
ing such a measurement. But it is rather 
confusing to read the following statements, 
all on page 15: 

“There is nothing known to man that can 
be used as an accurate gauge of a man’s 
character, personality, or future behavior. 
All those things that go to make up charac- 
ter, personality, and behavior are so subject 
to constant change that any fixed measure 
of them would result in an inaccurate pic- 
ture.” “.. . the scientific method is used to 
stabilize and fix the methods of judging men 
so that the results of judging can be meas- 
ured. ...” “Unless the means for comparing 
men are always fixed, unchanging, and inde- 
pendent of whim and fleeting fancy, no ac- 
curate findings will result.” 

This first section contains a good discus- 
sion of “psychological quacks, fakes, charla- 
tans, and racketeers” which is recommended 
to anyone who is about to be high-pressured 
into buying a sure-fire system of character 
analysis. Then follows a presentation of “the 
steps in developing a research program that 
will function to set the standards of selec- 
tion” in a sales organization, and the pro- 
cedures to be followed in obtaining “job 
descriptions” and “man specifications.” 

The next section treats of the application 
blank, its classification, analysis, and tabula- 
tion of data, with an example carried through 
a considerable amount of detail to a word 
picture of the ideal applicant and “‘a revised 
and 100 per cent useful list of questions” for 
the new application blank. 

The subject of the next section, “The In- 
terview,” is well handled. The author is, 
however, emphatic in his contention that 
“the references and the interview should be 
used only to eliminate the obviously unfit 
and to select those who should be given fur- 
ther consideration. Final selection or rejec- 
tion must be based upon standards estab- 
lished from the application-blank research 
tests.” The section following describes these 
tests. The examples and data used to il- 
lustrate the research procedures advocated 
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cannot be adequately dealt with within the 
limits of a book review. 

The author’s endeavor is to line up his 
thesis for “sales-selection research” with the 
marketing research thesis, and his arguments 
are very familiar to marketing men. The 
book does not appear to be suitable for a 
college text, but it has good suggestions for 
the executive who is faced with the task of 
rebuilding his sales force, and it should 
prove useful to one who is selling the service 
which the author describes. 

Harotp M. Haas 
Trenton, New Fersey 


SuccEessFuL SELLING FOR THE New Day, 
by Harry Simmons. New York: Harper 
and Brothers, 1944. Pp. xiii, 281. $4.00. 


This is in part a revision of the author’s 
former text entitled, “A Practical Course in 
Successful Selling.” It is designed for indi- 
vidual salesmen for self study, and for sales 
managers, teachers and students as a text 
book. The author is well qualified both as a 
former teacher and as a sales training direc- 
tor in industry. The book has been selected 
as a text by the Armed Forces Institute. 

The first two chapters suggest new selling 
fields and methods during the postwar pe- 
riod. The author believes that the current 
trend in low-pressure selling will continue, 
and suggests that the term “helpmanship” 
be used to distinguish it from ‘“Salesman- 
ship.” 

Starting with Chapter 3, the book becomes 
another textbook on salesmanship. The au- 
thor defines concepts of salesmanship and 
gives excellent suggestions on finding and 
handling difficult types of prospects. How- 
ever, from Chapter 9 to 20 the otherwise 
excellent material is presented in an illogi- 
cal manner. In Chapter 9 effective but pre- 
mature closing techniques are discussed. In 
the next three chapters the salesman is 
shown how to avoid “price minded selling.” 
Chapter 13 deals with “Handling the 
Chiseler,” Chapter 14 gets back to objec- 
tions, and Chapter 15 presents an excellent 
discussion on “How to Build Your Sales 
Talk.” Not until Chapter 20 is the subject, 
“How to Open a Sale,” introduced. 


In the preface the author offers some. ex- 
cellent teaching suggestions and some which 
are of very questionable value. For example, 
he suggests that, “The instructor should read 
clearly and distinctly, the particular assign- 
ment for the lesson. If he prefers—or if he 
thinks he is not a good reader—he may call 
on different students in turn to read the 
assignment.... Incidentally, this is also 
good public speaking practice for students 
who are timid.” It is very doubtful whether 
this procedure would prove anything but 
boring except, perhaps, to the student who 
had not previously studied the lesson. A far 
better use of a portion of the class time would 
be to start training students to give actual 
sales talks, a step at a time. The author rec- 
ognizes the value of demonstrations, but 
suggests skits based ‘‘on the material that 
has just been read.” 

Outstanding chapters include the one on 
“How to Build Your Sales Talk,” and those 
dealing with the substitution of quality for 
price appeal. The discussion on selective sell- 
ing and “How to Multiply Your Effective- 
ness” gives many usable suggestions. 

The author states his points clearly and 
concisely without sacrificing reader interest. 
The book has more meat and less frosting 
than the majority of sales texts. By giving 
more specific information on how sales ideas 
can be presented effectively, and by a more 
logical organization of the otherwise excellent 
material, the teacher will find the book an 
excellent text. The practical salesman, no 
longer a neophyte in presenting his story, 
will find the book worthy of careful study 
just as it is. 

H. A. Frey 
Miami, Florida 


Books RECEIVED 


America’s New Opportunities in World Trade, by The 
National Planning Association. Washington: 
National Planning Association, 1944. Pp. iv, 79- 
$.50, paper. 


“The crux of the United States foreign trade problem 
is this: How can other nations be provided with dollar 
exchange to buy American goods and to pay for Ameri- 
can capital invested abroad?” The United States pos- 
sesses such great national wealth and has developed 
such a productive efficiency that the whole world 
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wants American products, while this country’s high 
degree of self-sufficiency and restrictive policies tend to 
prevent foreign acquisition of dollar exchange with 
which to make purchases here. 

Part I of the report reviews the changing functional 
relationship of foreign trade to the total national econ- 
omy and this country’s evolving commercial and 
financial relationships with the rest of the world. Part 
II describes our pre war policy and estimates the effect 
of continuation of this policy on our post war trade. 
This is carried to the point of presentation of a per- 
spective “Foreign Trade Budget” for 1950 on the as- 
sumption that no policy changes are made. 

Part III presents a recommended postwar foreign 
trade and investment policy and projects its effect 
on the “Foreign Trade Budget.” Capital exports should 
be increased to about $3 billion in the early postwar 
period and imports should be increased $1 billion over 
the amount projected in Part II (assuming no policy 
changes). These measures would result in an oppor- 
tunity for commodity exports of $10 billion. Tariff 
reduction and other special, but moderate, measures to 
increase imports, and the establishment of a World 
Bank such as the proposed International Bank for Re- 
construction and Investment are prerequisites to 
achieving this volume of trade. 


Commercial Policies and Trade Relations of European 
Possessions in the Caribbean Area, United States 
Tariff Commission, Report No. 151. Washington: 
United States Tariff Commission, 1943. Pp. xiii, 324. 
$.40, paper. 

For each European possession in the Caribbean, this 
report presents a short but comprehensive description 
of physical characteristics, population, and economy. 
The same outline of subject matter is used in every 
case. The report for Bermuda, for example, includes the 
following headings: history and government, physical 
characteristics, population, tourist trade, agriculture, 
pastoral industries, marine industries, forest and min- 
eral industries, manufacturing, tariff, non-tariff control 
of imports, export duties and the control of exports, 
foreign trade (trend, composition, and destination or 
source), effect of the war, and U. S. trade with Ber- 
muda. 

Tables are included showing the values of exports, 
re-exports, and general imports by years with respect 
to the United States and the world. Imports and ex- 
ports for each commodity classification are shown for 
1929, 1932, and for 1937 to 1940, both for trade with 
the United States and for trade with the world at large. 
The distribution of foreign trade as between countries 
is also given for all products combined. 


The Early History of Transportation in Oregon, by 
Henry Villard. Eugene, Oregon: University of Ore- 
gon, 1944. Pp. v, 98. $1.00 paper; $2.00 cloth. 

This is the first publication of a statement written 
in 1900 by one of the great promoters and railroad 
builders of the nation. An immigrant, Mr. Villard had 
Studied law, become an outstanding newspaper re- 


porter and acted as secretary of the American Social 
Science Association before his health gave way and 
caused him to return to Germany in 1871. German 
holders of bonds in the new Oregon and California 
Railroad sought his assistance and later employed him 
to represent them in the United States. 

Then began an extraordinary career in the develop- 
ment of transportation in the Pacific northwest. Every 
form of fraud, deception, and blackmail had marked 
the bitter years of competitive battles for securing the 
franchises and building the early railroads. Much of 
this is described in detail. By the time Mr. Villard 
entered the field, however, the corporations were at 
least established and possessed some lines in actual 
operation. The period of high finance and bitter legal 
struggles of the 1870's and 1880's was beginning. 

Taking over the Oregon and California for the Ger- 
man bondholders, Mr. Villard soon proved phenome- 
nally able and lucky in both finance and law. The re- 
port of his entry into shipping and his relationships 
with the Central Pacific, Kansas Pacific, and other rail- 
roads evidences an amazing mental agility at the free- 
for-all game of empire building through financial strat 
egy. The peak of his career was reached when he ob- 
tained control of the Northern Pacific and finally 
brought to completion in 1882 the transcontinental 
line. The volume ends at this point with the briefest 
reference to the stormy period following. 

The book is edited by Oswald Garrison Villard. 


The Elements of Administration, by L. Urwick. New 
York: Harper and Brothers, 1943. Pp. 132. $2.00. 


The basic theme of these lectures is that “the art and 
science of administering... social groups... has 
emerged during the past quarter of acentury as a techni- 
cal skill.” Mr. Urwick argues persuasively that the de- 
velopment of a technique of administration is likely to 
have a profound effect on our institutions, as profound 
as the effect of the techniques developed in the fields of 
industrial technology, engineering, or medicine. Ad- 
ministration becomes more scientific when it moves 
from opinion to fact as a basis for planning, coordina- 
tion, command, and control. The emergence of admin- 
istrative principles first in industry, and in the most 
modern of these industries, was no accident. The ir- 
resistible logic of machines and materials forced a 
scientific approach to the problem of their relationship 
to each other and to labor. 

The author combines the “principles” developed by 
the pioneers into a logical statement of the administra- 
tive process. He moves, chapter by chapter, from a 
discussion of the “Nature of Administration” to 
“Forecasting,” “Planning,” “Organization and Co- 
ordination (principles and methods),” “Command,” 
and finally to “Control.” 

The volume is valuable as an orderly and systematic 
discussion of generally approved concepts and princi- 
ples of administration as developed by Fayol, Mooney, 
Reiley, Taylor, Mary Parker Follett, Graicunas, and 
Urwick. Bringing consistency and agreement into such 
a field is a distinct contribution. 
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Farm Management and Marketing by V. B. Hart, 
M. C. Bond and L. C. Cunningham. New York: 
John Wiley and Sons, 1942. Pp. vii, 647. $2.75. 


Almost the entire last half of this book is devoted to 
marketing problems. General chapters cover ‘“Market- 
ing Farm Products,” “Marketing Fruits and Vegeta- 
bles,” “Marketing Farm Products through Roadside 
Markets,” and “Farmers Cooperative Business Organ- 
izations.” 

Three long chapters are devoted to milk, cream, and 
other dairy products. Credit, insurance, prices, and 
farm records and accounts are discussed at length in 
separate chapters prior to the marketing section. The 
early part of the book is devoted to such questions as 
farm layout, farm power and equipment, rates of ani- 
mal production, labor efficiency, and the like. 


The Food Front in World War I. By Maxcy Robson 
Dickson. Washington: American Council on Public 
Affairs, 1944. Pp. 194. $2.50 paper; $3.25 cloth. 


The food problem was by no means so acute in World 
War I as it has been during the present war, but our 
means of control were even less well established and the 
nation was much less prepared for vigorous and com- 
prehensive authoritative direction. 

Control was exercised very largely through inducing 
public cooperation to relieve the pressures of shortage. 
It is especially interesting to note the study given to 
rationing at that time and the decision by Mr. Hoover, 
the Food Administrator, that rationing was not possible 
in America. 

Much the largest part of the book deals with the 
series of strenuous publicity campaigns aimed at in- 
ducing expanded production, directing production to 
the foods most needed, stimulating conservation, and 
reducing consumption. Every conceivable approach 
and every existing medium seem to have been used to 
carry the Government's food campaign messages to the 
people. The description of the mobilization of the forces 
for influencing public action in itself commends this 
book to students of marketing. 


Industrial Concentration and Price Inflexibility, by Al- 
fred C. Neal. Washington: American Council on 
Public Affairs, 1942. Pp. x, 173. $2.75 paper; $3.25 
cloth. 


In the years following 1929, American industry has 
been attacked on the grounds that concentration has 
proceeded in many industries to a point approaching 
monopoly (imperfect competition), and that such con- 
centration leads ultimately to low aggregate employ- 
ment and sluggishness of the economy in returning to 
prosperity from depression. 

Professor Neal’s study examines these statements 
with great care. The theories of imperfect competition 
leading to the conclusion that it tends to cause low 
aggregate employment are discussed at length and 
found to be logically incomplete and inadequate. Par- 
ticularly unfortunate, according to Professor Neal, is 
the failure to consider situations involving manufac- 
turers of more than one product and the failure to 


recognize that sellers take into account probable future 
conditions. While appropriate adjustments are made to 
the theory of imperfect competition, the conclusion is 
reached that concentration does not seem to explain 
either depression price behavior or depression produc- 
tion behavior. To the logical analysis is added an ex- 
tensive statistical study of the relationship of price 
changes to degree of concentration during the period 
1929 to 1933. 

The book is written in terms familiar primarily to 
the economist. There is a very evident acquaintance, 
however, with the sales and price practises of business 
management. To that extent, therefore, the book makes 
a further contribution toward narrowing the gap be- 
tween theoretical discussions of supply and demand 
and discussions of purchasing and sales practise. 


Outlay and Income in the United States, 1921-1938, by 
Harold Barger. New York: National Bureau of 
Economic Research. Pp. xxvii, 391. $2.50. 


The author’s objective is to examine all available 
data on outlay and income in an effort to construct a 
comprehensive quarterly measure of the national 
product. Such a measure is of great importance to the 
study of business cycles; available annual totals can- 
not present an accurate measure of cyclical move- 
ments. 

The book first reviews conceptual problems of meas- 
urement, presents comparable estimates for national 
income and outlay, and discusses their accuracy. Chap- 
ters IV and V are devoted to derivation of these esti- 
mates on a quarterly basis, and Chapter VI to a com- 
parison of the two estimates and discussion as to 
whether the income or the outlay measure provides the 
more accurate indicator of short run changes in the 
national product. The estimates of income appear 
more reliable, although errors of 10 to 20 per cent in 
the totals are not improbable. 

New annual estimates for services rendered con- 
sumers are made specifically for this study. Underlying 
data for service industries are very deficient, however, 
as are present data for wholesale and retail trade, in- 
ventory movements, and state and local government 
expenditures. 


Salesmen’s Compensation Plans, by Dartnell Sales 
Research Staff. Chicago: Dartnell Corporation, 1944. 
Pp. 78. $5.00. 


This report presents an analysis of the salesmen’s 
compensation and expense plans in use by several hun- 
dred companies of all sizes and many kinds. It is par- 
ticularly interesting because of the disarrangement of 
normal selling operations in so many industries as a 
result of wartime restrictions and shifts in the nature of 
individual businesses. The apparent wartime trends are 
reported, the specific policies of dozens of specific com- 
panies are presented, and some two score report forms 
are reproduced. 

The trend of compensation plans is reported to be 
away from commission bases and toward salary-plus- 
bonus systems. Reasons for this and other changes are 
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numerous and immediately practical. The effect of 
government salary controls and income and victory 
taxes are carefully detailed. It is somewhat startling to 
find a genuine concern over the future unionization of 
salesmen as a factor in compensation plans now; it is 
noteworthy that “a number of companies” are exploring 
or have acted on transfers of commission salesmen to the 
position of independent contractors. There is a general 
expectation that really capable salesmen will be exceed- 
ingly difficult (and sales managers even more difficult) 
to find after the war. 

Expenses appear to be about 20 per cent higher on 
the national level than in 1940. Only part of this is ac- 
counted for by actual increased costs; a substantial 
part arises from a lessening of expense control. 

The value of the volume to the executive or sales man- 
ager lies largely in the detailed reports for companies 
and industries which may parallel his own. Students of 
sales management will find a wide variety of possible 
compensation plans and the arguments for and against 
them. Economists will find value in the extensive down- 
to-earth reporting of sales management in operation and 
the variety of considerations taken into account in 
forming policies for sales operations. 


The Tariff Problem in Great Britain, 1918-1923, by 
Rixford Kinney Snyder. Stanford University, Cali- 
fornia: Stanford University Press, 1944. Pp. 168. 
$2.00 paper; $2.75 cloth. 


The sweeping economic effects of World War I led to 
a vigorous renewal of demands by British manufacturers 
for tariff protection. There was a general recognition 
that reconstruction of European economies more than 
ever required the maximum of international trade, but 
fear and hatred engendered by four years of bitter 
struggle added weight to demands for protection. 

In England the argument for tariffs stressed (a) the 
development of industries producing goods necessary 
to carry on future wars, (b) protection of domestic 
manufacturers against unfair German competition, and 
(c) the reward of parts of the Empire for their military 
aid. This last point was particularly influential, especial- 
ly as expanded to encompass Imperial unity and co- 
development. The debate grew steadily until it became 
the basic issue of the general election called by Prime 
Minister Baldwin in 1923. Defeat of the move for tariff 
protection led to the replacement of the conservative 
by a labor government. 


Trade Regulations and Commercial Policy of the United 
Kingdom, by the Research Staff of the National In- 
stitute of Economic and Social Research. New York: 
Macmillan, 1943. Pp. vii, 275. $3.75. 


This provides a convenient and more detailed picture 
than anything previously published on the development 
of British commercial policy and protectionism up to the 
end of 1938. The tariff itself is discussed in some 30 
pages, with an additional 20 pages summarizing the 
tariff laws in operation on January 1, 1939. These latter 
cover not only the prohibitions and restrictions, but the 
exemptions, preferences and drawbacks, the legal defini- 


tion of value, and a summary of net receipts from the 
customs. 

Part II is devoted to non-tariff protection, industry 
by industry. Part III discusses and classifies outstand- 
ing international agreements and presents the gist of 
each. Part IV describes practices, regulations, and sys- 
tems which have the effect of protection although they 
may not have been so intended. These include public 
health regulations, customs and rules affecting the plac- 
ing of public and semi-public contracts, and publicity 
campaigns urging the purchase of Empire-made goods, 
among many others. This last section is especially 
valuable in covering a factor in international trade 
frequently overlooked. 


The United States and the Far East, by Stanley K. Horn- 
beck. Boston: World Peace Foundation, 1942. Pp. vi, 
100. $1.00. 


Dr. Hornbeck, an Adviser on Political Relations to 
the State Department, presents a definition of American 
foreign policy, a review of its source and formulation, 
and a summary of United States Far Eastern Policy up 
to December 7, 1941. 

The author stresses the fact that there is but one 
foreign policy. The so-called Far Eastern policy or any 
other “is simply the application of the foreign policy of 
the United States in relations with countries in a par- 
ticular geographical area.”” Mr. Hull quoted the policy 
in these terms: 

“*... this Government has directed its efforts to the 
following objectives: (1) peace and security for the 
United States with advocacy of peace and limitation and 
reduction of armament as universal international objec- 
tives; (2) support for law, order, justice, and morality 
and the principle of non-intervention; (3) restoration 
and cultivation of sound economic methods and rela- 
tions, based on equality of treatment; (4) development, 
in the promotion of these objectives, of the fullest 
practicable measure of international cooperation; (5) 
promotion of the security, solidarity, and general wel- 
faré of the Western Hemisphere.” 

The main body of the book is devoted to a demonstra- 
tion that our foreign policy has been consistent through- 
out our relationships with the Far East. It is made quite 
manifest that a sharp conflict between our foreign policy 
(as stated above) and that of Japan existed for years and 
that the differences had been subject to negotiation to 
the point that one nation would have to alter its policy 
or fight. 

A series of appendices present the context of docu- 
ments exchanged between the United States and Japan 
in 1938 and 1941. 


United States Shipping in Transpacific Trade 1922-1938, 
by Walter A. Radius. Stanford University, Cali- 
fornia: Stanford University Press, 1944. Pp. xvi, 204. 
$3.50. 


This study places major emphasis upon the physical 
aspects of the routes and services of American shipping 
in contrast to those of other countries. The influence of 
our national shipping legislation and policy upon Ameri- 
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can operations is discussed at some length. No real effort 
is made to enter the subject of profitability of operations 
or the subsidies and expenditures of the various coun- 
tries seeking to develop their own transpacific shipping 
trade. 

The United States had a huge merchant fleet at the 
end of World War I and the problem of operating it in 
peacetime. The author traces our record and concludes 
that “Americans cannot point with pride to the solution 
of that problem.” Unless the lessons of that time have 
been well learned, we cannot approach with confidence 
the much more difficult period after the present conflict. 
It is of particular importance that future routes and 
services be adjusted to the demands of trade rather 
than set by the pressure of local groups or vested in- 
terests. 

The 62 tables contain much statistical information 
released by the government but hitherto unpublished. 
An extensive bibliography is appended. 


Wartime Price Control, by George P. Adams, Jr. Wash- 
ington: American Council on Public Affairs, 1942. 


Pp. x, 153. $2.50 paper; $3.00 cloth. 


This is a review of American experience during 1917 
and 1918 with price control, but the whole area of war 
mobilization comes under discussion. Most of the chap- 
ters are devoted to the price movements, the commodity 
controls, and the price fixing problems and techniques. 
These are not simply descriptive, however, but contain 
penetrating economic analyses of the policies followed. 

In general, the author concludes that price control in 
the last war was effective in checking exploitation of 
consumers with respect to food and fuel but that there 
was no real recognition of the place of price control in a 
general industrial mobilization program. A line of 
reasoning derived from classical economic doctrine 
proved too deeply rooted for its inadequacy under war 
conditions to be fully appreciated. 

The final chapters on the “Effectiveness of Price 
Fixing” and “Price Fixing in a War Economy” present 
the lessons to be learned from our last experience. These 
bring together price, production, tax, and credit policies 
in a comprehensive approach to national economic con- 
trol in wartime. 











A.M.A. Notes 


ROSS M. CUNNINGHAM 
Editor 








COMMEMORATING ARTHUR HIROSE 


Acting under authority of Howard Whip- 
ple Green, President of the American Mar- 
keting Assocation (national), and David 
Earle Robinson, President of the New York 
Chapter of the American Marketing Associ- 
ation— 

This Committee, representing the entire 
membership of the association and the many 
close friends of the late Arthur Hirose pre- 
sent the following resolution as expressing 
the thoughts of all: 


WHEREAS 


The members of the American Marketing 
Association have been deeply shocked and 
grieved by the sudden and untimely 
death of our friend Arthur Hirose on 
December 9, 1944; and 


WHEREAS 


The members of the Association gratefully 
remember his many years of faithful serv- 
ice to his profession and the constant and 
faithful performances of all responsibilities 
which he so willingly assumed, including 
the office of National Treasurer for the 
year 1944 and the Chairmanship of the 
Group Discussion Meetings of the New 
York Chapter during the years 1942, 
1943, and 1944; and 
WuHERAs 


The passing of Arthur Hirose leaves a re- 
grettable and irreplaceable gap in the 
ranks of the American Marketing Associa- 
tion and in the hearts of all who knew him; 
therefore 


Be it resolved 
That we, the members of the American 
Marketing Association, do formally re- 
cord upon the minutes of the national 


organization and New York Chapter our 
feeling of great loss; and 


Be it further resolved 


That a copy of this resolution be trans- 
mitted to his wife, Mrs. Margaret Byrne 
Hirose; his mother, Mrs. B. G. Hirose; his 
daughter, Nancy Hirose; and his brother, 
George Hirose, as an expression of our 
sincerest sympathy in their bereavement. 
Dae Hovucuton, Chairman, 
Past President, New York Chapter 
Frank Coutant, 
Senior Past President 
Donatp WEstT, 
Representing the Membership-at-large. 


The Chicago Wartime Conference 


The Chicago Chapter of A.M.A. spon- 
sored on November 30 and December I a 
wartime conference on ‘“‘Marketing in the 
Transition Period—1945.” Many things 
might be said in praise of this conference 
but the most important fact concerning it is 
that over 500 marketers registered—an all- 
time high in the history of the Association. 
Attendance remained high throughout the 
two days and there was widespread enthu- 
siasm concerning the program and the vari- 
ous arrangements and features which were 
provided. 


Convention Committees 


The officers of the Chicago Chapter and 
the many members of the Chapter who 
worked so hard on the committees deserve a 
sincere vote of thanks for the skill with 
which they performed their various func- 
tions. The convention committees were 
headed by Jack C. Griffin, of Wilson and 
Company, with J. J. Martin, of Henri, 
Hurst and McDonald, Inc., as Co-Chairman. 
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Personnel of the committees included the 
following. 


Program: Stanley Womer, Prof. George H. 
Brown, C. C. Chapelle, C. T. Heusinkveld, 
Prof. Fred E. Clark, Wroe Alderson, Robert 
T. Browne, Prof. E. Howard Gault, Fred J. 
Hamerin, Forrest H. Ramage, C. L. Arnold, 
Ralph R. Butler, S. R. Bernstein, Chairman. 

Attendance Promotion: W. C. Eldridge, 
K. C. Richmond, J. L. Spangenberg, Chair- 
man. 

Reception: William Heusner, Chairman. 

Publicity: Margaret Angus, Neal Gilliatt, 
G. Maxwell Ule, Chairman. 

Arrangements: Wallace Engelhardt, Miss 
Keo Currie, W. P. Keir, Chairman. 

Registration and Finance: Judson Tyley, 
R. F. Eavey, Mrs. F. Makelin, W. F. O’Dell, 
Chairman. 

Displays: R. F. Elrick, John Burgoyne, 
Judson Tyley, R. H. Perry, Chairman. 


Program 


The Program of the Convention was as 
follows. 


MARKETING IN THE TRANSITION 
PERIOD—1945 


A Special Wartime Conference of the American Marketing 
Association, Edgewater Beach Hotel, Chicago 
November 30-—December 1, 1944 


WeEpnNEspDAY, NOVEMBER 29 
10 A.M.—IO P.M. 


All-day Business Meeting for Officers, Directors and 
Committee Chairmen of the American Marketing As- 
sociation. 


Luncheon Meeting 


Committee on Chapter Organization, American Mar- 
keting Association, C. H. Sandage, Chairman. 
Tuurspay Mornina, Nov. 30 
Characteristics of the Civilian Market in 1945 

This session was devoted to a discussion of the physi- 
cal size, location, and composition of the population; 
income and buying power, and shifts in consumer needs, 
buying habits, and potential demand for various types 
of products. It concluded with a case history detailing 
the problems of determining the market potential for a 
new product. 

Chairman: Dr. Vergil D. Reed, J. Walter Thompson 
Company, New York; Former President, American 
Marketing Association. 

The Changing Structure of Civilian Incomes and 
Buying Habits, with Particular Reference to the 


Probable Implementation of Long-Term Trends in 
1945—Dr. J. Frederic Dewhurst, Twentieth Cen- 
tury Fund, New York. 

Shifts in Consumer Needs and Buying Habits, and 
the Probable Demand for Various Types of Products 
in 1945—T. G. MacGowan, Firestone Tire & 
Rubber Co., Akron, Ohio. 

How Determining the Market for a New Product 
Differs from Establishing Sales Potentials for an 
Existing Product Which Has Been Out of Produc- 
tion Due to War—Lyman Hill, Servel, Inc., Evans- 
ville, Ind. 

Discussion from the Floor. 


Tuurspay Noon, NoveMBER 30 
Luncheon 


Presiding: J. J. Martin, Henri, Hurst & McDonald, 
and President, Chicago Chapter, American Mar- 
keting Association. 


Results of the “AMA Poll” 


An innovation, in which the consensus of those in at- 
tendance on current economic and other problems was 
revealed. 

Post-Luncheon Sessions 
Session A—Techniques of Teaching Marketing in 1945 
Chairman: Prof. C. H. Sandage, Miami University, 
Oxford, Ohio. 

Discussion Leader: Fred Clark, Professor of Market- 

ing, Northwestern University. 

Speakers: Paul D. Converse, Professor of Marketing, 

University of Illinois. 

Charles F. Phillips, President, Bates College, Lewis- 

ton, Me. 


Session B—The New Plan for Measuring Radio Circula- 
tion 
Chairman: Harlow P. Roberts, Goodkind, Joice & 
Morgan, Chicago. 
Speaker: Paul Peter, Director of Research, National 
Association of Broadcasters, Washington, D. C. 


Session C—Marketing Problems of the Aviation Industry 


Chairman: E. Earl Lothrop, Defense Plant Corp., 
Washington, D. C., Chairman, Aviation Marketing 
Committee, American Marketing Association. 

Speakers: Lynn Bollinger, Assistant Professor of 
Business Administration, Graduate School of Busi- 
ness Administration, Harvard University. 

Allen Passen, Department of Business Research, 
Curtiss-Wright Corp., Buffalo. 

Henry B. Moore, Director of Research, Braniff Air- 
ways, Dallas. 

A. T. Hapke, Jr., Manager of Market Research, Re- 
public Aviation Corp., Farmingdale, N. Y. 

TuHurspDay AFTERNOON, Nov. 30 
Rebuilding the Civilian Distribution System in 1945 

At this session case histories were presented of the 
distribution activities and problems of manufacturers 
in various fields who are faced with the important 
problems of building a distribution system for a new 
product; of rehabilitating the distribution system for a 
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product taken off the civilian market during the war; or 
of revising the distribution system for products which 
have continuously been sold to consumers, but which 
face important new distribution tasks. 

Chairman: D. E. Robinson, Pedlar & Ryan, New 
York; President, New York Chapter American 
Marketing Association. 

Creating a Distribution System for a New Product— 
R. E. Imhoff, General Sales Manager, Home Ap- 
pliance Department, General Mills, Inc., Minne- 
apolis. 

Rebuilding the Distribution System for the All- 
Electric “Packaged Kitchen’”—Harry E. Warren, 
Manager, Advertising Division, Edison General 
Electric Appliance Corp., Chicago. 

Revitalizing Distribution in the Light Construction 
Industry—Arthur A. Hood, Director of Dealer 
Relations, Johns-Manville Sales Corp., New York. 

Discussion from the Floor. 


Tuurspay Evenine, Nov. 30 
Dinner Session 
The Role of Government in Marketing in 1945 

Chairman: Howard Whipple Green, President, Ameri- 
can Marketing Association. 

Must Business Be Nursed Through Transition?— 
Edwin B. George, Economist, Dun & Bradstreet, 
New York. 

Manpower Problems in 1945 and Their Possible Effect 
on the Civilian Economy—William Spencer, Dean, 
School of Business, University of Chicago, Regional 
Director, War Manpower Commission. 


Fripay Morninoe, Dec. 1 
Breakfast Session 


The Work of the Bureau of the Census in 1945, and How 
It Will Help Marketers 


Chairman: Will F. Kissick, Acting Regional Manager, 
United States Department of Commerce, Field 
Service, Minneapolis, Minn.; President, Twin 
Cities Chapter, American Marketing Association. 

Speaker: J. C. Capt, Director, Bureau of the Census, 
United States Department of Commerce, Washing- 
ton, D. C. 


Fripay Mornine, Dec, 1 
Developing the Sales Staff in 1945 


The highly important problems of training service- 
men for selling and of developing new sales staffs and 
rehabilitating existing ones were discussed at this 
significant session, with particular emphasis on the role 
that may be played by scientific marketing and training 
procedures. 

Chairman: Fred J. Hamerin, Lilly Varnish Co., 
Indianapolis; President, Indianapolis Chapter, 
American Marketing Association. 

Training Returning Servicemen for Sales Work— 
Harry R. Tosdal, Professor of Business Administra- 
tion, Graduate School of Business Administration, 
Harvard University, Cambridge, Mass. 

Rehabilitating and Revitalizing the Company’s Sales 


Force—Don G. Mitchell, Vice-President, Sylvania 
Electric Products, Inc., New York. 

Problems of Building a Sales Force in 1945— 
Charles Luckman, President, Pepsodent Division, 
Lever Bros. Company, Chicago. 

Discussion from the Floor. 


Short Business Session. 


Fripay Noon, Dec. 1 
Luncheon 


Presiding: Jack C. Griffin, Wilson & Co.; Chairman, 
General Committee in Charge of the Conference. 


Further Results of the “AMA Poll.” 


Post-Luncheon Sessions 
Session D—Problems of Industrial Marketers in 1945 


Chairman: Donald R. G. Cowan, Market Analyst, 
Cleveland; Chairman, Committee on Industrial 
Marketing, American Marketing Association. 

Brief Reports on Subcommittee Activities by the 
Subchairmen . . . 

Walter Mitchell, Jr., Establishing a Basis for Indus- 
trial Market Measurements. (A Poll of AMA 
Members’ Practices, Summarized by E. S. Bige- 
low.) 

Lawrence C. Lockley, Use of Government Statistics 
in Market Studies of Industrial Goods. (A Poll of 
AMA Members’ Practices.) 

Charles J. Dalton, Bases for Exchange of Information 
Among Industries. 

John T. Anderson, Industrial 
Methods and Sampling. 

W. R. Donaldson, Distribution Methods and Costs 
for Industrial Goods. 


Session E—New Developments in Market Research 
Techniques 


. Chairman: Everett R. Smith, Macfadden Publica- 
tions, New York; Chairman, Committee on Market 
Research Techniques, American Marketing As- 
sociation. 

Round Table Discussion. 


Market Survey 


Session F—Problems and Opportunities in Foreign Trade 
in 1945 
Chairman: Forrest H. Ramage, Republic Steel Corp., 
Cleveland; President, Northeastern Ohio Chapter, 
American Marketing Association. 
Speaker: Franklin Johnston, Publisher, American 
Exporter, New York. 


Fripay Arrernoon, Dec. 1 
The Application of Marketing Techniques to 1945 Problems 
The sound application of marketing research may 
spell the difference between success and failure in the 
all-important transition period. This closing session of 
the conference was therefore devoted to a discussion 
of marketing and research techniques which may be of 
especial value during the coming year. 
Chairman: Donald M. Hobart, Curtis Publishing Co., 
Philadelphia; President, Philadelphia Chapter, 
American Marketing Association. 
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Blueprints for Testing New Consumer Products— 
Robert F. Elrick, Director of Advertising and 
Market Research Division, Quaker Oats Co., 
Chicago. 

Application of the Consumer Panel to a Marketing 
Problem—Harold Webber, Director of Research, 
Foote, Cone & Belding, Chicago. 

Facts and Phantasies in Copy Research—Marion 
Harper, Jr., McCann-Erickson, Inc., New York. 


Minutes of General Membership Business Meeting 


A business meeting of the general membership was 
held at 12:30 p.m. on Friday, December 1. The minutes 
of this meeting are as follows: 

President Howard Whipple Green presided and 
opened the meeting with a brief account of the business 
meetings held on Wednesday, November 29. He ex- 
plained that the experience at the Philadelphia meeting, 
at which there had been a dinner and an evening meet- 
ing of Directors and Committee Chairmen prior to the 
regular conference, had demonstrated clearly both the 
value of such a meeting and the fact that there was not 
sufficient time in a single evening session. 

Consequently, plans for Chicago included an all-day 
meeting which lasted from 10:15 A.M. to 10:45 P.M. All 
officers elect were invited to attend. In the morning the 
Directors met together with Committee Chairmen. At 
noon the Directors and Committee Chairmen met with 
the Committee on Chapter Organization, of which 
Charles H. Sandage of the Institute of Transit Ad- 
vertising is Chairman. The Directors and Committee 
Chairmen met again in the afternoon, at dinner, and in 
the evening. President Green reported that the activities 
of each of the thirty Committees were reviewed and a 
numberof other matters of business had been transacted. 
He stated that since the Association has grown so rapid- 
ly it is demanding more and more time of the Officers 
and Directors. 

The Secretary, Ross M. Cunningham, reported that 
the membership was 1,530, of which approximately 100 
men were in the Armed Services. Four hundred new 
members had been added during 1944. 

Arthur P. Hirose, Treasurer, read the financial report 
of the Association and of the JOURNAL OF MARKETING. 
Robert N. King, Business Manager of the JourNAL, 
was unable to attend. 

Everett R. Smith of Macfadden Publications pro- 
posed the following resolution which was passed 
unanimously: 


Wuereas, Marketing executives, economists, and 
statisticians at present have no single source of refer- 
ence from which they can discover valuable basic and 
current data available from various Government 
agencies, and 


WueREAs, Much valuable time and effort are being 
wasted because of the lack of such a centralized index 
to such facts, and 


Wuereas, It is apparently the present policy of the 
Government to limit severely publicity and dissemi- 
nation covering the valuable data collected by various 


agencies, thus making it difficult to learn of its exist- 
ence, 


Be It Resolved, That the Secretary of Commerce be 
requested by this Association to undertake and com- 
plete for dissemination to the public a complete index 
of Government data available from the various 
agencies on all subjects related to marketing and to 
keep this index current at quarterly or semiannual 
periods; and 


Be It Resolved, That a committee of one be appointed 
by the Chair to present this resolution to the Secre- 
tary of Commerce and to urge upon him the impor- 
tance of prompt action in making such an index 
available. 


On motion made by Howard Hovde and unanimously 
passed, the Secretary was intructed to prepare appropri- 
ate resolutions expressing the appreciation of the As- 
sociation for the most excellent program and arrange- 
ments and to send comes to: (1) Chicago Chapter Of- 
ficers, (2) Committee Chairmen connected with the 
Conference, and (3) to the management of the Edge- 
water Beach Hotel. 


CHAPTERS IN ACTION 


Chicago Chapter 


Officers, 1945: President, Joseph J. Martin, Henri, 
Hurst and McDonald; First Vice-President, George H 
Brown, University of Chicago; Second Vice-President, 
William C. Eldridge, Booz, Allen and Hamilton; Secre- 
tary, Stanley Womer, Industrial Surveys Company; 
Treasurer, William R. Keir, Libby McNeill and Libby. 
Directors: Sidney R. Bernstein, Advertising Age; C. C. 
Chapelle, C. C. Chapelle Company; Robert F. Elrick, 
Quaker Oats Company; John H. Fries, Kraft Cheese 
Company; Jack C. Griffin, Wilson and Company; C. T. 
Heusinkveld, Armour and Company; Henry L. Porter, 
Standard Oil Company; Sidney F. Townsend, Business 
Research Corporation. 


Activities 


The outstanding activity of the fall was 
the sponsorship of the very successful A.M.A. 
wartime conference ‘Marketing in the Tran- 
sition Period—1945” which has been de- 
scribed above. 

The program of luncheon discussion 
groups has proved very successful. These 
groups and their chairmen are as follows: 
Sales Research and Distribution Group, 
R. E. Snyder, Montgomery Ward and Com- 
pany; Marketing Research Technique Dis- 
cussion Group, Bob Eggert, American Meat 
Institute; Market Research Group, Allen 
Center, J. Walter Thompson Company; Ad- 
vertising and Promotion Research Group, 
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Verl D. Brewer, Osborn, Scolaro, Meeker 
and Company. 

Through a Committee headed by S. R. 
Bernstein the Chapter cooperated with the 
Department of Commerce in revising the 
pamphlet “Check List for the Introduction 
of New Consumer Products.” This revision 
has aroused much interest and has been 
widely circulated. 


Michigan Chapter 


Officers, 1945: President, Vernon E. Nickel, Nash 
Kelvinator Corporation; First Vice-President, E. 
Howard Gault, University of Michigan; Second Vice- 
President, Lyndon West, Detroit Free Press; Secretary- 
Treasurer, W. B. Manchester, Crowley Milner and Com. 
pany. Directors: Albert Kleffman, Solventol Chemical 
Products, Inc.; Dexter Ware, J. L. Hudson Company; 
J. W. Wright, Fred M. Randall Company. 


Activities 

One of the recent activities of the Michi- 
gan Chapter has been to prepare a monthly 
newsletter called the ““Marketeer.”’ This let- 
ter starts out with an editorial foreword. 
Following this foreword are sections on 
“Chapter News,” “National News,” “Per- 
tinent Pickin’s,” and “News Nuggets.” 

Attendance at Chapter meetings has been 
running between forty and fifty and mem- 
bership in the Chapter is growing steadily. 


New England Chapter 


Officers, 1945: President, Gerald B. Tallman, Massa- 
chusetts Institute of Technology; Vice-President, Wil- 
fred E. Booth, The Foxboro Company; Secretary, 
George G. Phair, W. F. Schrafft and Sons Corporation; 
Treasurer, Harold P. Smith, U. S. Department of Com- 
merce. Directors: Daniel Bloomfield, Retail Trade 
Board; George E. Bruce, Recording and Statistical 
Corporation; Ralph R. Butler, Kendall Mills, Walpole; 
Allen W. Rucker, The Eddy-Rucker-Nickels Company; 
H. Gordon Scowcroft, Lever Brothers Company. 


Activities 

Two Luncheon-Discussion group meetings 
have been held since the last report to the 
jouRNAL. Allen Shepard of William Carter 
Company, Needham, Massachusetts, manu- 
facturers of lingerie and underwear, told how 
public acceptance of style goods is deter- 
mined before new items are added to the 
line. 

On January 11, Weston Haskell, Director 


of Sales and Public Relations for H. P. Hood 
and Sons, Dairy Experts, described how his 
company measured public reaction to com- 
pany competitors’ policies and consumer ac- 
ceptance of products. 


Meetings 


At the regular meeting of the members for 
November, 1944, a panel consisting of 
W. T. Cox, Assistant to Sales Manager, 
Graton and: Knight, Worcester, Mass.; 
Richard Edsall, Director of Research, James 
T. Chirurg Company, Boston; Bernard 
Gould, Director of Market Research, Gil- 
lette Safety Razor Company, Boston; Ralph 
G. Wells, Director, Bureau of Business Re- 
search, Boston University, College of Busi- 
ness Administration, discussed the subject 
“What Business Research is Doing for Us 
Today.” The discussion was followed by a 
question and answer period. 

At the December meeting, Mr. G. K. 
Thornton, Sales Promotion Manager for 
Cuno Engineering Corporation of Meriden, 
Connecticut, spoke on “How Consumer 
Research Techniques Pay Off in Industrial 
Marketing.” 


San Francisco Chapter 


Officers, 1945: President, B. F. Lynip, California- 
Hawaiian Sugar Company; Vice-President, H, F. Orms- 
by, California State Chamber of Commerce; Secretary- 
Treasurer: John R. Doxey, California Packing Corpora- 
tion. 


Activities 


The new officers shown above were elected 
on December 11, 1944. 


Meetings 


The meeting on December 11 was a joint 
meeting held at the Alexander Hamilton 
Hotel with the San Francisco Chapter of the 
American Statistical Association, with fifty- 
five in attendance and addressed by Pro- 
fessor Theodore H. Brown of the Harvard 
Graduate School of Business. Professor 
Brown’s subject was “Sampling Techniques 
in Market Research.” 


Washington, D. C. Chapter 
Officers, 1945: President, Dr. Raymond W. Miller, 
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American Institute of Cooperation; First Vice-President, 
Dr. Edward R. Hawkins, Bureau of Foreign and 
Domestic Commerce; Second Vice-President, Dr. John 
F. Pyle, College of Public and Business Administration, 
University of Maryland; Secretary-Treasurer, Dr A. 
Rex Johnson, U. S. Department of Agriculture. 


The new officers of the Washington Chap- 
ter shown above were elected in December, 
1944. The new Chairman of the Membership 
Committee is Dr. William A. Nielander, 
Office of Coordinator of Inter-American 
Affairs. 


APPOINTMENTS 


W. H. S. Stevens, formerly Assistant Di- 
rector of the Bureau of Transport Economics 
and Statistics (formerly Bureau of Statistics) 
of the Interstate Commerce Commission, has 
been appointed Director of that Bureau. He 


will be the third head of that unit in more 
than fifty years, the first having been Henry 
Carter Adams and the second Max O. 
Lorenz, who recently retired. 

Rolf Nugent has been appointed Deputy 
Chief of UNRRA’s Yugoslav Mission in 
charge of supply requirements and industrial 
and agricultural rehabilitation. Dr. Nugent, 
formerly economic adviser to UNRRA’s 
Bureau of Supply in Washington, has been 
on leave of absence from the Russell Sage 
Foundation in New York since May 1941. 
Before joining UNRRA’s staff he served suc- 
cessively as economic consultant, chief of the 
automobile rationing branch and director of 
the credit policy office in the Office of Price 
Administration, and as associate chief of the 
civilian food requirements branch of War 
Food Administration. 








MR. VAN WINKLE’S 
POST-WAR OUTLOOK 


Mr. Van Winkle looked around after the war 


and found that things were not as they used 
to be. Mr. Van Winkle was bewildered. 


There'll be a lot of Rip Van Winkles after this 
war ... rubbing their eyes at the sudden crop 
of strange products and the madly scrambled 
manufacturing picture—old established com- 
panies setting up shop in other industries, new 
companies invading old industries, famous 
brand names on types of products they’ve never 
graced before. 


Everywhere new ventures . . . everywhere vast 
new sources of revenue for advertising agen- 
cies, media, sellers of materials, packaging, 
distribution facilities. . . . 


There’s no percentage in being a modern 
Rip Van Winkle, blinking your eyes at missed 
opportunities, when it’s so easy to make your 
service or product part of the post-war con- 
siderations of thousands of companies. 


The country’s sales executives—whose job is 
to translate the big sales potentials of the 
future into staggering sales volumes—are the 

















key men in your post-war picture. They face 
unprecedented sales quotas. Every device that 
can be used io multiply sales—from the estab- 
lishment of the sales policy, down through the 
choice of the advertising agency to the end 
purchase of the product—is subject to their 
scrutiny . . . to their decisions, their acceptance 
or rejection. 


...and the key magazine in the sales executive’s 
post-war outlook is SALES MANAGEMENT 

. with a combination of more top manage- 
ment and sales executives among its subscribers 
than any other magazine serving the fields of 
sales and advertising. They pay the top sub- 
scription price of five dollars a year—and their 
enthusiasm for the magazine results in a re- 
newal rate in excess of 80 per sent. 


You don’t know where the big post-war 
“changes” are brewing, but SALES MANAGE- 
MENT brings you face to face, twice a month, 
with the men who are readying these surprises. 


Sales Managimtrit 
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EFFECTIVE MARKETING TEXTS! 
revue of te octal des TENA. TN TERNATIONAL 
PRACTICES, REVISED wile esti’ TRADE PRINCIPLES 


in foreign service. Although the intelligent pre- 


sentation and arrangement of material is im- AND PRACTICES, REVISED 


portant for the teacher, it is a book that does 
not lose sight of the student’s point-of-view. 


The first chapter immediately captures the By 
reader’s interest by describing for him the 
numerous vocational possibilities offered in Paul V. ° Horn, P h.D. 


the field of international trade. Review ques- 
tions following each chapter serve to crystallize the student’s knowledge of the text matter, and 
bibliographies list all necessary collateral reading. 


Theory and practice are combined in this text into a study exceptionally broad in scope and 
treatment. The book represents a painstaking analysis and appraisal of fundamentals under- 
lying foreign trade, ranging from the barter system of the Egyptians, Persians, and Phoenicians, 
to the reciprocal treaties negotiated by the present American administration. 


Part I discusses: Foreign Trade as a Vocation; Importance of Foreign Trade to the United 
States; Difference Between Foreign and Domestic Trade; Historical Survey of International 
Trade; Economic Bases of International Trade; Tariff Systems; Classification of Duties, and 
Free Zones; United States Tariff and Customs Administration; International Commercial 
Policies; United States Foreign Commercial Policy, etc. Part II treats Foreign Investments; 
The Balance of International Payments; Foreign Exchange; World and Continental Trade 
Surveys; Foreign Trade, etc. 


(Publication, May, 1945. Price to be announced) 


ELEMENTS OF MARKETING Cist ficemivits dr warxerinc 





2nd xevised Edition which have rendered it markedly more valu- 
able to the student of modern marketing. For 
B y instance, more emphasis is placed on market 


economics and policies. The treatment of those 

Professors P. D. Converse and problems dealing with market institutions and 

marketing of farm products is condensed. Im- 

H. ° W. ° Hue gy portant material is added—income and its 

distribution, cost and efficiency of marketing, 

field warehousing, factoring, increasing and decreasing costs as applied to retailing and whole- 
saling, the consumer movement, ABC labeling, etc. 


The second revised edition still maintains the leading position won by the first edition nearly 
15 years ago. Part I discusses the meaning and cost of market distribution, the consumer, and 
the development of marketing methods. Part II discusses the functional and commodity ap- 
proaches to marketing, including transportation, storage, standardizing and grading. Part 
III deals with market institutions such as brokers and other agents, auctions, wholesalers, 
retailers, independent retailers, chain stores, and super markets. Part IV is concerned with 
commodity marketing (grain, livestock, dairy products, cotton, tobacco, fruits, industrial 
goods, etc.). Part V treats the problems of merchandising—margins and expenses of market- 
ing concerns, buying and stock turnover, market research, selling and advertising, etc. Part 


VI considers prices and competition, and Part VII contains the authors’ summary and con- 
clusion. 


823pp. College List $4.00 


For your approval copies, address 





4 - PRENTICE-HALL, INC. 70 FIFTH AVENUE, NEW YORK 11 
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A New Important Book 





“The mostdanger: } 
ous assumption 
which a manufac- 
turer can make is | 
that the morale 
and attitude of 
workers in his 
own plant are 
sweet and lovely.” 



























That’s just one sentence from 
Macfadden Research Direc- 
tor, Ev Smith’s disturbing 
new book—a book crowded 
with plain-speaking reports 
of his direct and sympathetic 
contacts in workers’ homes. 
—$1.75 at your bookstore, 
or direct from Research 
Dept., Macfadden Publica- 
tions, Inc., 205 East 42nd St., 
New York 17,N. Y. 
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AMERICAN ECONOMIC REVIEW 


Contents 
Volume XXV March, 1945 


EO ON Se cin ccccdegccsnccvcccescsseeane J. S. Davis 
The Effect of Interest Rate Increases on the Banking System ....P. A. Samuelson 
Compensating Reactions to Compensatory Spending ................ L. A. Hahn 
The Corporate Income Tax and the Price Level Richard Goode 
Forecasting the National Product Stanley Lebergott 
Interest, Time Preference, and the Yield of Capital Theodore Morgan 
Indifference Curve Analysis Applied to the Food Stamp Plan ...... J. D. Coppock 
Communications, Reviews, Periodicals, and Notes 
The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $5.00. Address editorial 
communications to Dr. Paul T. Homan, editor, AMERICAN ECONOMIC REVIEW, c/o Brook- 
ings Institution, 722 Jackson Place, N.W., Washington, D.C. (temporary address); for in- 
formation concerning other publications and activities of the Association, communicate with 


the Secretary-Treasurer, Dr. James Washington Bell, American Economic Association, North- 
western University, Evanston, Illinois. Send for information booklet. 
































For membership in 


THE AMERICAN STATISTICAL 
ASSOCIATION 


apply to 


Secretary, AMERICAN STATISTICAL ASSOCIATION 
1603 K Street, N.W., Washington 6, D.C. 


Annual Membership $ 5.00% 
Life Membership $100.00 %&¥& 


%& Members under 30 pay annual dues of only $3.00 for their first year 
of membership. 


%%% There will probably never be a more advantageous time than the 
present to invest in a permanent membership in the Association. 
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